
UNITED STATES OF AMERICA 

Before the 


SECURITIES AND EXCHANGE COMMISSION 


ADMINISTRATIVE PROCEEDING 
File No. 3-16483 

JUDGE JASON S. PATIL 

CRAIG DANZIG, 

Respondent. 

In the Matter of 

DECLARATION OF RICHARD HONG 

I, Richard Hong, pursuant to 28 U.S.C. § 1746, declare as follows in support of the 

Division of Enforcement's Motion for Sanctions: 

1. I am an Assistant Chief Litigation Counsel in the Division of Enforcement (the 

"Division") of the U.S. Securities and Exchange Commission (the "Commission") in 

Washington, D.C. I am counsel ofrecord in this matter. 

2. I am a member of the bars ofNew York and New Jersey. 

3. I make this Declaration in support of the Division's Motion for Sanctions based 

on my personal knowledge as counsel of record for the Commission in the civil injunctive action 

entitled Securities and Exchange Commission v. StratoComm Corporation, et al., Civil Action 

Number 1: l l-cv-1188 (the "StratoComm Action"). 

4. On October 4, 2011, the Commission filed a Complaint against Danzig and others 

in the StratoComm Action. The Commission's Complaint is docket entry ("ECF No.") 1 on the 

District Court's docket report. A true and correct copy of the docket report from the 

StratoComm Action is attached hereto as Hong Deel. Exhibit 1. 



 

5. On February 6, 2012, Danzig filed an Answer to the Complaint and Affirmative 

Defenses (ECF No. 8). Hong Deel. Ex. 1at4; see also MSJ Ex. No. 10 below. 

6. On April 4, 2013, the Commission filed its Statement of Material Facts in Support 

of the Securities and Exchange Commission's Motion for Partial Summary Judgment (ECF No. 

25-2). A true and correct copy of the Statement is attached hereto as Hong Deel. Exhibit 2. 

7. In support of the Commission's Motion for Partial Summary Judgment, the 

following exhibits also were filed: 

• MSJ Ex. 6: Excerpts of Investigative Testimony of Craig Danzig; 

• MSJ Ex. 10: Danzig's Answer; 

• MSJ Ex. 26: March 11, 2010 Danzig e-mail (from his 

email address); and 

• MSJ Ex. 32: October 31, 2009 Danzig e-mail from his 

email address) to co-defendant Roger Shearer of 

StratoComm. 

A true and correct copy of each of these exhibits (MSJ Ex. 6, MSJ Ex. 10, MSJ Ex. 26, and MSJ 

Ex. 32) is attached to Hong Deel. Exhibit 2. 

8. On February 19, 2014, the District Court entered a Decision & Order granting the 

Commission's motion for partial summary judgment with respect to liability (the "Summary 

Judgment Decision") (ECF No. 61 ). Hong Deel. Ex. 1 at 11. A true and correct copy of the 

Summary Judgment Decision is attached hereto as Hong Deel. Exhibit 3. 

9. In the Summary Judgment Decision, the District Court found that Danzig violated 

Sections 5(a) and (c) and 17(a) of the Securities Act of 1933 (the "Securities Act"), aided and 

abetted violations of Section lO(b) of the Securities Exchange Act of 1934 (the "Exchange Act") 
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and Rule lOb-5 thereunder and violated Section 15(a) of the Exchange Act. Hong Deel. Ex. 3 at 

29-36. 

10. On March 9, 2015, the District Court entered a Decision & Order granting in part 

and denying in part the Commission's motion for remedies (the "Remedies Decision") (ECF No. 

76). Ex 1 at 13. A true and correct copy of the Remedies Decision is attached hereto as Hong 

Deel. Exhibit 4. 

11. On March 26, 2015, the District Court entered an Amended Final Judgment as to 

Defendants StratoComm Corporation, Roger D. Shearer and Craig Danzig (the "Amended Final 

Judgment") (ECF No. 80). With respect to Danzig, the Amended Final Judgment: 

a. 	 permanently enjoins Danzig from future violations of Sections 5( a) and ( c) 

and 17(a) of the Securities Act and Sections 15(a)(l) and lO(b) of the 

Exchange Act and Rule 1 Ob-5 thereunder, id. at 1-4; 

b. 	 orders Danzig to pay a civil penalty in the amount of $25,000, id. at 6; and 

c. 	 permanently bars Danzig from participating in an offering of penny stock, 

including engaging in activities with a broker, dealer, or issuer for purposes of 

issuing, trading, or inducing or attempting to induce the purchase or sale of 

any penny stock, id. at 4. 

A true and correct copy of the Amended Final Judgment is attached hereto as Hong Deel. Exhibit 

5. 

I declare under penalty of perjury that the foregoing is true and correct. 

Executed on July 6, 2015 
Washington, D.C. 

Richard Hong 
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APPEAL,CLOSED,PRO SE 

U.S. District Court 
Northern District of New York- Main Office (Syracuse) [LIVE - Version 6.1] (Albany) 


CIVIL DOCKET FOR CASE#: 1:11-cv-01188-TJM-CFH 


Securities and Exchange Commission v. Stratocomm 
Corporation et al 
Assigned to: Senior Judge Thomas J. McAvoy 
Referred to: Magistrate Judge Christian F. Hummel 
Case in other court: 2nd Circuit, 14-01259 
Cause: I 5:77 Securities Fraud 

Plaintiff 

Securities and Exchange Commission 

Date Filed: I 0104120 I I 
Date Terminated: 03/1 I/20I5 
Jury Demand: Defendant 
Nature of Suit: 850 
Securities/Commodities 
Jurisdiction: U.S. Government Plaintiff 

represented by Herbert M. Semler 
U.S. Securities and Exchange 
Commission - DC Office 
1 00 F Street NE 
Mailstop 96 I 2 
Washington, DC 20549 
202-55I-4429 
Fax:202-772-9292 
Email: semlerm@sec.gov 
AITORNEY TO BE NOTICED 

Jane M. Peterson 
U.S. Securities and Exchange 
Commission - DC Office 
100 F Street NE 
Washington, DC 20549-2736 
202-55 I-4468 
Fax:202-772-9292 
Email: petersonjme@sec.gov 
TERMINATED: 0413012013 

Richard Hong 
U.S. Securities and Exchange 
Commission - DC Office 
I 00 F Street NE 
Washington, DC 20549-2736 
202-55I-2000 
Fax:202-772-9282 
Email: hongr@sec.gov 
AITORNEY TO BE NOTICED 

V. 

Defendant 

https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl? 126375000519087-L 1 _0-1 7/6/2015 
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Stratocomm Corporation represented by Benjamin W. Hill 
Dreyer, Boyajian Law Firm 
75 Columbia Street 
Albany, NY 12210 
518-463-7784 
Fax: 518-463-4039 
Email: bhill@dreyerboyajian.com 
TERMINATED: 0711112013 
LEAD ATTORNEY 
ATTORNEY TO BE NOTICED 

Scott M. Peterson 
D'Orazio, Peterson Law Firm 
125 High Rock A venue 
Saratoga Springs, NY 12866 
518-308-8339 
Fax: 518-633-5106 
Email: smp@doraziopeterson.com 
LEAD ATTORNEY 
ATTORNEY TO BE NOTICED 

William J. Dreyer 
Dreyer, Boyajian Law Firm 
75 Columbia Street 
Albany, NY 12210 
518-463-7784 
Fax: 518-463-4039 
Email: wdreyer@dreyerboyajian.com 
TERMINATED: 0711112013 
LEAD ATTORNEY 
ATTORNEY TO BE NOTICED 

E. Stewart Jones , Jr. 
E. Stewart Jones Law Firm, PLLC 
28 Second Street 
Jones Building 
Troy, NY 12180 
518-274-5820 
Fax: 518-274-5875 
Email: bessetca@esjlaw.com 
TERMINATED: 0112812013 

Giovanna A. D'Orazio 
D'Orazio, Peterson Law Firm 
125 High Rock A venue 
Saratoga Springs, NY 12866 
518-308-8339 
Fax: 518-633-5106 
Email: gad@doraziopeterson.com 
ATTORNEY TO BE NOTICED 

https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl?l26375000519087-L I 0-1 71612015 
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Defendant 

Roger D. Shearer 

Defendant 

Craig Danzig 

James C. Knox 
E. Stewart Jones Hacker Murphy, LLP 
28 Second Street 
Troy, NY 12180 
518-274-5820 
Email: jknox@joneshacker.com 
TERMINATED: 0112812013 

represented by 	E. Stewart Jones, Jr. 
(See above for address) 
LEAD ATTORNEY 
ATTORNEY TO BE NOTICED 

Benjamin W. Hill 
(See above for address) 
TERMINATED: 0112812013 

James C. Knox 
(See above for address) 
ATTORNEY TO BE NOTICED 

William J. Dreyer 
(See above for address) 
TERMINATED: 0112812013 

represented by 	Craig Danzig 

Boca Raton, FL 
PROSE 

Myles H. Maiman 
Malman, Maiman & Rosenthal 
3107 Stirling Road, Suite 101 
Fort Lauderdale, FL 33312 
954-322-0065 
Fax:954-322-0064 
Email: myles@malman.com 
TERMINATED: 0512512012 
LEAD ATTORNEY 

Date Filed # Docket Text 

10/04/2011 j COMPLAINT against Craig Danzig, Roger D. Shearer and Stratocomm 
Corporation filed by Securities and Exchange Commission. (Attachments: # l 
Civil Cover Sheet) ( dpk) (Entered: l 0/05/2011) 

10/05/2011 ) G.O. 25 FILING ORDER ISSUED: Initial Conference set for 3/6/2012 at 9:30 

https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl?126375000519087-L_ l __O-l 71612015 
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AM in Albany before Magistrate Judge David R. Homer. Civil Case 
Management Plan due by 2/21/2012. (dpk) (Entered: 10/05/2011) 

10/05/2011 "' 2 Summons Issued as to Craig Danzig, Roger D. Shearer and Stratocomm 
Corporation. (Attachments: # l Summons Issued as to Roger Shearer, # 2 
Summons Issued as to Craig Danzig) ( dpk) (Entered: 10/05/2011) 

11118/2011 4 NOTICE by Securities and Exchange Commission OfFiling OfWaivers Of 
Service OfSummons (Attachments:# l Exhibit(s) Attachment A -- Waiver by 
StratoComm Corp,#~ Exhibit(s) Attachment B -- Waiver by Roger Shearer) 
(Semler, Herbert) (Entered: 11/18/2011) 

12114/2011 2 NOTICE by Securities and Exchange Commission OfFiling ofWaiver of 
Service ofSummons (Attachments:# l Exhibit(s) Attachment A -- Danzig 
Waiver of Service ofSummons)(Semler, Herbert) (Entered: 12/14/2011) 

01/17/2012 Q ANSWER to l Complaint by Roger Shearer and Stratocomm Corporation. 
(Jones, E.) Modified on 1/18/2012 to add Roger Shearer as filer. (amt) 
(Entered: 01117/2012) 

0210612012 7 NOTICE of Appearance by Myles H. Maiman on behalf of Craig Danzig 
(Maiman, Myles) (Entered: 02/06/2012) 

02/06/2012 8 ANSWER to l Complaint andAffirmative Defenses by Craig Danzig.(Malman, 
Myles) (Entered: 02/06/2012) 

02/17/2012 TEXT NOTICE. The Rule 16 Conferfence with Magistrate Judge David R. 
Homer set for March 6, 2012 at 9:30 a.m. will be held by TELEPHONE. Please 
use the court's DIAL-IN# 1-888-684-8852 ACCESS CODE 4750370 
SECURITY CODE 1234. (lah,) (Entered: 02117/2012) 

02/21/2012 9 CIVIL CASE MANAGEMENT PLAN by Securities and Exchange 
Commission. (Semler, Herbert) (Entered: 02/21/2012) 

03/06/2012 Minute Entry for proceedings held before Magistrate Judge David R. Homer. A 
Rule 16 Conference was held on 3/6/2012 with Michael Semler and Sara 
Allegain for plaintiff, Stewart Jones for defendant Stratocomm, and Myles 
Maiman for defendant Danzig. Pretrial deadlines were discussed. A further 
telephone conference will be held on 41512012 at 9:30 a.m. A schedule for the 
progression of the case will be issued after that conference is held. (!ah, ) 
(Entered: 03/08/2012) 

03/08/2012 TEXT NOTICE. A Telephone Status Conference will be held on APRIL 5, 
2012 at 9:30 AM with Magistrate Judge David R. Homer. Please use the court's 
DIAL IN# 1 888-684-8852 ACCESS CODE 4750370 SECURITY CODE 
1234. (Entered: 03/08/2012) 

04/05/2012 Minute Entry for proceedings held before Magistrate Judge David R. Homer. A 
telephone conference was held on 41512012 with Michael Semlar and Sara 
Allegain for plaintiffs and E. Stewart Jones for defendant Stratocomm. The 
attorneys confirmed that no settlement is possible at this time and a scheduling 
order will be entered for the progression of the case. (lah,) (Entered: 
0410912012) 

7/6/2015https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl?l 26375000519087-L~··· l ~0-1 
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04/09/2012 10- UNIFORM PRETRIAL SCHEDULING ORDER: Anticipated length of trial: 7 
Days. Preferred Trial Location: Albany, NY. Joinder ofParties due by 
5/15/2012. Amended Pleadings due by 5/15/2012. Rule 26(a)(l) Mandatory 
Disclosures must be within 14 days of the date of this Order. Initial written 
discovery demands must be served by 4/20/2012. Discovery due by 2/4/2013. 
Motions to be filed by 4/4/2013. Trial Ready Deadline is 511/2013. Jury Trial 
set for 9110/2013 at 10:00 AM in Albany, NY before Senior Judge Thomas J. 
McAvoy. Signed by Magistrate Judge David R. Homer on 4/9/2012. (mab) 
(Entered: 04/09/2012) 

04112/2012 11 AMENDED UNIFORM PRETRIAL SCHEDULING ORDER: Anticipated 
length of trial: 7 Days. Preferred Trial Location: Albany, NY. Joinder of Parties 
due by 5/15/2012. Amended Pleadings due by 5115/2012. Rule 26(a)(l) 
Mandatory Disclosures must be within 14 days of the date ofthis Order. 
Discovery due by 2/4/2013. Motions to be filed by 4/4/2013. Trial Ready 
Deadline is 5/1/2013. Jury Trial set for 9/10/2013 at 10:00 AM in Albany, NY 
before Senior Judge Thomas J. McAvoy. Signed by Magistrate Judge David R. 
Homer on 4/12/2012. (mab) (Entered: 04/12/2012) 

05/01/2012 Letter Motion by Myles H. Malman requesting to withdraw as counsel for 
defendant Craig Danzig and to stay proceedings until new counsel has appeared 
submitted to Magistrate Judge David R. Homer. (mab) (Entered: 05/01/2012) 

05/02/2012 TEXT ORDER Re 12 Letter Motion from counsel for defendant Craig Danzig 
seeking leave to withdraw as counsel. Counsel is GRANTED LEAVE to file a 
motion to withdraw as counsel pursuant to N.D.N.Y.L.R. 7.l(b)(2). Signed by 
Magistrate Judge David R. Homer on 5/2/2012. (lah,) (Entered: 05/02/2012) 

05/04/2012 MOTION to Withdraw as Attorney for Defendant Craig Danzig Motion 
Hearing set for 6/21/2012 09:30 AM in Albany before Magistrate Judge David 
R. Homer Response to Motion due by 6/4/2012 filed by Craig Danzig. 
(Attachments:# l Affirmation of Myles H. Malman, #;£Notice of Motion) 
Motions referred to David R. Homer. (Maiman, Myles) (Entered: 05/04/2012) 

05/07/2012 ORDER TO SHOW CAUSE. IT IS HEREBY ORDERED that a hearing on the 
MOTION to Withdraw as Counsel for Defendant Craig Danzig will be held 

on 5/23/2012 at 9:30 AM in Courtroom No. 3, James T. Foley U.S. Courthouse, 
445 Broadway, Albany, NY before Magistrate Judge David R. Homer. IT IS 
FURTHER ORDERED that counsel for Craig Danzig and Craig Danzig 
personally must both personally appear for the conference. IT IS FURTHER 
ORDERED that any attorney and Craig Danzig may appear for the conference 
by telephone at their request and, if so requested, counsel and Mr. Danzig shall 
so notify the chambers of the undersigned on or before 5/16/2012. IT IS 
FURTHER ORDERED that counsel for Craig Danzig shall serve a copy of this 
order upon Mr. Danzig by regular and electronic mail no later than 5/11/2012 
and on or before 5/18/2012, counsel for Craig Danzig shall file in the docket of 
this case an affidavit of service as to such service. Signed by Magistrate Judge 
David R. Homer on 5/7/2012. (mab) (Entered: 05/07/2012) 

05/07/2012 AFFIDAVIT of Service for D.E. 14 - Order to Show Cause served on Craig 
Danzig on May 7, 2012, filed by Craig Danzig. (Attachments:# l Exhibit(s) 
D.E. 14 - Order to Show Cause )(Maiman, Myles) (Entered: 05/0712012) 

https://ecfnynd.uscourts.gov/cgi-bin/DktRpt.pl? 126375000519087-L _ l __O-l 71612015 
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05/17/2012 TEXT NOTICE. A hearing is set for 5/23/2012 at 9:30 AM with Magistrate 
Judge Homer regarding counsel for defendant Craig Danzig's motion to 
withdraw as counsel. For all those appearing by telephone, please use the 
court's DIAL-IN# 1-888-684-8852 ACCESS CODE 4750370 SECURITY 
CODE 1234. (lah,) (Entered: 05/17/2012) 

05/23/2012 Minute Entry for proceedings held re 13 with Magistrate Judge David R. 
Homer: Motion Hearing was held on 5/23/2012 re MOTION to Withdraw as 
Attorney for Defendant Craig Danzig. Danzig. Counsel for all parties appeared 
by telephone. Defendant Danzig failed to appear. At the conclusion of the 
hearing, the motion of Danzig's counsel to withdraw was granted. Defendant 
Danzig will appear pro se unless and until new counsel files a notice of 
appearance. A written order will be entered. (Court Reporter Bonnie Buckley) 
(FTR CRD Cindy Mezoff) (lah,) (Entered: 05/24/2012) 

05/25/2012 16 ORDER regarding 13 Motion to Withdraw as Attorney for Defendant Craig 
Danzig. IT IS HEREBY ORDERED that 1) The motion ofDanzig's counsel to 
withdraw from his representation of Danzig is GRANTED and counsel is 
relieved of his obligations to represent Danzig forthwith; 2) Unless and until 
new counsel formally files a Notice of Appearance on behalf of Danzig, Danzig 
must proceed representing himself in this matter and the docket of this case 
shall be amended to reflect the contact information set forth in this Order; 3) 
The request of Danzig's counsel to stay further proceedings in this action to 
permitDanzig to retain new counsel is DENIED without prejudice to renewal 
either by Danzig or his new counsel, and the case shall proceed according to the 
schedule previously entered in this case. Signed by Magistrate Judge David R. 
Homer on 5/24/2012. (mab) (Entered: 05/25/2012) 

09/04/2012 l 7 ORDER REASSIGNING CASE. Case reassigned to Magistrate Judge Christian 
F. Hummel for all further proceedings. Magistrate Judge David R. Homer no 
longer assigned to case. Signed by Chief Judge Gary L. Sharpe on 9/4/2012. 
(dpk) (Entered: 09/04/2012) 

09/18/2012 NOTICE of Appearance by Richard Hong on behalf of Securities and Exchange 
Commission (Hong, Richard) (Entered: 09/18/2012) 

10/09/2012 Mail Returned as Undeliverable re: 
Danzig. Address sent to: 
(Entered: 1011212012) 

Order Reassigning Case sent to Craig 
Boca Raton, FL (dpk) 

0112312013 NOTICE of Appearance by Jane M. Peterson on behalf of Securities and 
Exchange Commission (Peterson, Jane) (Entered: 0I/23/2013) 

01/24/2013 NOTICE of Appearance by James C. Knox on behalf of Roger D. Shearer, 
Stratocomm Corporation (Knox, Jam es) (Entered: 0I/24/2013) 

01/25/2013 STIPULATION Requesting Consent Order Granting Substitution ofAttorney 
by Roger D. Shearer, Stratocomm Corporation submitted to Judge Hummel. 
(Hill, Benjamin) (Entered: 01/25/2013) 

01/28/2013 ORDER re Stipulation filed by Roger D. Shearer and Stratocomm 
Corporation. Signed by Magistrate Judge Christian F. Hummel Modified on 
2/6/2013 (cbm, ). (Entered: 01/29/2013) 

https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl? 126375000519087-L~~ 1 0-1 71612015 
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04/01/2013 24 PRETRIAL DISCLOSURE STATEMENT by Securities and Exchange 
Commission. (Attachments: # l Witness List, # 2 Defendant StratoComm 
Designations, # .3. Defendants Shearer and StratoComm Designations, # :1 
Defendant Danzig Designations,# 2Exhibit List)(Peterson, Jane) (Entered: 
0410112013) 

04/04/2013 25 MOTION for Summary Judgment filed by Securities and Exchange 
Commission. (Attachments:# l Memorandum ofLaw,# 2. Statement of 
Material Facts,# 2 Declaration,# :1 Exhibit(s), # 2Exhibit(s), # §. Exhibit(s), # 
1 Exhibit(s), # .Q Exhibit(s), # .2 Exhibit(s), # lQ Exhibit(s), # ll Exhibit(s), # g 
Exhibit(s), # Exhibit(s), # 14 Exhibit(s), # l 5 Exhibit(s), # 16 Exhibit(s), # 
11 Exhibit(s), # il_ Exhibit(s), # 12 Exhibit(s), # 20 Exhibit(s), # l_l Exhibit(s), 
# 22 Exhibit(s), # 23 Exhibit(s), # Exhibit(s), # 25 Exhibit(s), # Exhibit 
(s), # Exhibit(s), # 28 Exhibit(s), # 29 Exhibit(s), # Exhibit(s), # 
Exhibit(s), # 32 Exhibit(s), # 33 Exhibit(s), # Exhibit(s), # Exhibit(s), # 

Exhibit(s), # Appendix of Unpublished Cases) (Peterson, Jane) (Entered: 
0410412013) 

04/10/2013 TEXT NOTICE of Hearing on Motion re MOTION for Summary 
Judgment : Response to Motion due by 4/26/2013. Reply to Response to 
Motion due by 5/2/2013. Motion Hearing set for 5/13/2013 at 10:00 AM in 
Albany before Senior Judge Thomas J. McAvoy. (dpk) (Entered: 04/10/2013) 

04/15/2013 NOTICE by Securities and Exchange Commission Objection To Defendants' 
Pretrial Disclosures (Semler, Herbert) (Entered: 04/15/2013) 

04/17/2013 27 Letter Motion from Benjamin W. Hill, Esq. and James C. Knox, Esq. for Roger 
D. Shearer, Stratocomm Corporation requesting exention of time to file 
disclosures submitted to Judge Thomas J. McA voy . (Hill, Benjamin) (Entered: 
04/17/2013) 

04/18/2013 ) RESPONSE in Opposition re Letter Motion from Benjamin W. Hill, Esq. 
and James C. Knox, Esq. for Roger D. Shearer, Stratocomm Corporation 
requesting exention of time to file disclosures submitted to Judge Thomas J. 
McA voy filed by Securities and Exchange Commission. (Peterson, Jane) 
(Entered: 04/18/2013) 

04/22/2013 29 TEXT ORDER Pre-trial submissions shall be filed within seven days of the 
decision on the pending motion for summary judgment. Authorized by Senior 
Judge Thomas J. McAvoy on 4/22/13. [Served by mail.] (sfp,) (Entered: 
04/22/2013) 

04/23/2013 Letter Motion from William J. Dreyer, Esq. for Stratocomm Corporation 
requesting adjournment of the return date on the Motion for Summary 
Judgment submitted to Judge McAvoy. (Dreyer, William) (Entered: 
04/23/2013) 

04/24/2013 31 TEXT ORDER: The pending MOTION for Summary Judgment shall be 
adjourned to the Court's 6/28/2013 motion calendar at 10:00 AM in 
Binghamton. Opposition papers and reply papers, if any, shall be filed using the 
6/28/2013 return date and in accordance with the Court's local rules. The Court 
is unlikely to grant any further extensions of time. (Response to Motion due by 
611112013; Reply to Response to Motion due by 6/17/2013). Authorized by 

https://ecfnynd.uscourts.gov/cgi-bin/DktRpt.pl?l 26375000519087-L_ l 0-1 71612015 
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Senior Judge Thomas J. McAvoy on 4/24/2013. (amt) [Deft Danzig served via 
reg. mail] (Entered: 04/24/2013) 

04/26/2013 Reset Deadlines as to 25 MOTION for Summary Judgment. Response to 
Motion due by 6/11/2013. Reply to Response to Motion due by 6/17/2013. 
Motion Hearing set for 6/28/2013 at 10:00 AM in Binghamton before Senior 
Judge Thomas J. McAvoy. (sfp,) (Entered: 04/26/2013) 

04/29/2013 ""'_)_1 Mail Returned as Undeliverable re: Text Notice of Hearing on Motion filed on 
4/10/2013 sent to Craig Danzig. Address sent to: Boca 
Raton, FL (dpk) (Entered: 04/30/2013) 

04/30/2013 32 NOTICE by Securities and Exchange Commission ofthe Withdrawal ofJane 
ME. Peterson as Counsel (Peterson, Jane) (Entered: 04/30/2013) 

05/06/2013 34 Mail Returned as Undeliverable. re: 31 Order on Letter Request,, sent to Craig 
Danzig Address sent to Boca Raton, FL (wbl, ) 
(Entered: 05/08/2013) 

05/14/2013 Mail Returned as Undeliverable re: 29 Order on Letter Request sent to Craig 
Danzig. Address sent to Boca Raton, FL (dpk) 
(Entered: 05/14/2013) 

05116/2013 Unopposed Letter Motion from Plaintiff SEC for Securities and Exchange 
Commission requesting Change in Hearing Date submitted to Judge McAvoy . 
(Hong, Richard) (Entered: 05/I 612013) 

05/16/2013 Letter Motion from William J. Dreyer, Esq. for Stratocomm Corporation 
requesting conference submitted to Judge Treece . (Dreyer, William) (Entered: 
0511612013) 

05116/2013 Letter Motion from William J. Dreyer, Esq. for Stratocomm Corporation 
requesting conference submitted to Judge Hummel. (Dreyer, William) 
(Entered: 05/16/2013) 

05/20/2013 39 TEXT ONLY ORDER GRANTING pltfs Letter Request & resetting Pltfs 
MOTION for Summary Judgment to SPECIAL MOTION TERM on 

7/09/2013 at 10:00 AM in ALBANY, NY bef Sr. District Judge Thomas J. 
McAvoy. Opposition Response to Motion due by 6/21/2013; and, Reply 
Response to Motion due by 6/28/2013; Authorized on 5/20/2013 by Sr. District 
Judge Thomas J. McAvoy (cml) (Entered: 05/20/2013) 

05/20/2013 TEXT ONLY NOTICE resetting PLTF'S MOTION for Summary Judgment 
to SPECIAL MOTION TERM on 7/09/2013 at 10:00 AM in ALBANY, NY 
bef Sr. District Judge Thomas J. McAvoy; and, resetting OPPOSITION 
RESPONSE to Motion due by 6/21/2013; and, resetting REPLY RESPONSE to 
Motion due by 6/28/2013 (cml) (Entered: 05/20/2013) 

0512012013 Minute Entry: SPECIAL MOTION CALENDAR held 5/20/2013 befSr. 
District Judge Thomas J. McA voy in Albany, NY re: Pltfs MOTION for 
Summary Judgment - ADJOURNED until 7/09/13 in Albany. (cml) (Entered: 
05/22/2013) 

06/12/2013 41 TEXT ORDER granting Letter Request Setting a Telephone Conference set 

https://ecf.nynd.uscourts.gov/cgi-bin/DktRpt.pl?126375000519087-L _ 1 _0-1 71612015 
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for 6/13/2013 09:00 AM in Albany before Magistrate Judge Christian F. 
Hummel. Signed by Magistrate Judge Christian F. Hummel on 6/12/13. (cjm,) 
(Entered: 06/12/2013) 

06/13/2013 Text Minute Entry (FTR recorded 9: 10 am - 9:30 am) for proceedings held 
before Magistrate Judge Christian F. Hummel: Telephone Conference held on 
6/13/2013 regarding docket# 38 requesting permission for Dreyer Boyajian to 
be relieved as counsel. Appearances: Ben Hill, Esq., James Knox, Esq., Richard 
Hong, Esq., Roger Shearer, defendant. Richard Hong expresses concern over 
the case being delayed due to representation issue. Richard Hong advises court 
that he forwarded notice of today's conference to Mr. Danzig. Mr. Shearer is 
questioned as to his understanding of the withdraw! ofDreyer Boyajian who 
represents Stratocomm Corp. Judge Hummel sets a motion schedule for Dreyer 
Boyajian to be removed as counsel. SEC opposes any further extensions. 
Motion to withdraw as counsel to be filed by 6/17/13. Any response by Roger 
Shearer to Motion to withdraw as counsel is due by 6/27/13. Mr. Shearer is 
advised that a copy of any response goes to the court & Dreyer firm, however, 
it is not necessary to provide a copy to SEC due to the confidential nature of the 
proceedings. A letter will go out from Dreyer, Boyajian to Judge McAvoys's 
chambers indicating they are making the application and requesting extension. 
Dreyer, Boyajian continues to represent Stratocomm until a decision is made on 
the papers. (CRD: Cindy Mezoff/Court Reporter Theresa Casal) (cjm,) 
(Entered: 06/13/2013) 

06/13/2013 42 Letter Motion from William J. Dreyer for Stratocomm Corporation requesting 
an extension of the scheduling order and for a 7 .1 Conference submitted to 
Judge McAvoy. (Dreyer, William) (Entered: 06/13/2013) 

06/14/2013 43 ORDER. ORDERED that the attorneys for defendant StratoComm Corporation 
shall file and serve their motion to withdraw as counsel under seal by 
611712013. StratoComm Corporation will file answering papers under seal by 
612712013. The Court docket will reflect that date on which such papers are 
filed with the Corni. (Motions terminated: 3 7 Letter Motion from William J. 
Dreyer, Esq. for Stratocomm Corporation requesting conference submitted to 
Judge Treece) Signed by Magistrate Judge Christian F. Hummel on 6/14/2013. 
(dpk) (Entered: 06/14/2013) 

06/14/2013 44 RESPONSE in Opposition re Letter Motion from William J. Dreyer for 
Stratocomm Corporation requesting an extension of the scheduling order and 
for a 7.1 Conference submitted to Judge McAvoy (PlaintifJSEC's Opposition to 
StratoComm's Second Request for Adjournment) filed by Securities and 
Exchange Commission. (Hong, Richard) (Entered: 06/14/2013) 

06/17/2013 45 TEXT ONLY ORDER granting in part Defense Letter Request. Pltfs' 
MOTION for Summary Judgment shall be adjourned until 8/13/13 motion 
calendar in Albany, NY. THIS IS THE FINAL ADJOURNMENT; Authorized 
on 6/17 /13 by Sr. District Judge Thomas J. McA voy ( cml) (Entered: 
0611712013) 

06/17/2013 TEXT ONLY NOTICE of MOTION HEARING resetting PL TFS' 
MOTION for Summary Judgment now returnable on 8/13/2013 at 10:00 AM in 
ALBANY, NY bef Sr. District Judge Thomas J. McAvoy; and, resetting 
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DEFENSE RESPONSE to Motion due by 7/26/2013; and, resetting PLTFS' 
Reply Response to Motion due by 8/02/2013. ( cml) (Entered: 06/17/2013) 

06/17/2013 46 ***SEALED DOCUMENT by Stratocomm Corporation. Document maintained 
in the Albany Office of the Clerk. (dpk) (Entered: 06/20/2013) 

06/28/2013 Minute Entry: MOTION CALENDAR held 6/28/2013 bef Sr. District Judge 
Thomas J. McAvoy in Binghamton, NY: APP/CR/CRD: None. Pltfs 25 
MOTION for Summary Judgment - ADJOURNED until 8/13/13 in Albany. 
(cml) (Entered: 06/28/2013) 

07/09/2013 Mail Returned as Undeliverable re: 43 Order sent to Craig Danzig. Address sent 
to Boca Raton, FL (dpk) (Entered: 07/09/2013) 

07/09/2013 Minute Entry: SPECIAL MOTION CALENDAR held 7/09/2013 bef Sr. 
District Judge Thomas J. McAvoy in Albany, NY re: Pltfs MOTION for 
Summary Judgment - ADJOURNED until 8/13/13 in Albany. (cml) (Entered: 
07/09/2013) 

07/11/2013 ORDER re 46 Sealed Motion to Withdraw as Counsel. The motion of the law 
firm Dreyer Boyajian LLP to withdraw as counsel is GRANTED. Attorney 
William J. Dreyer and Benjamin W. Hill terminated. Signed by Magistrate 
Judge Christian F. Hummel on 7/11/2013. (dpk) (Entered: 07/11/2013) 

07/26/2013 49- NOTICE of Appearance by Scott M. Peterson on behalf of Stratocomm 
Corporation (Peterson, Scott) (Entered: 07/26/2013) 

07/26/2013 Letter Motion from Scott M. Peterson for Stratocomm Corporation requesting 
Extension to file opposition submitted to Judge McA voy . (Peterson, Scott) 
(Entered: 07/26/2013) 

07/26/2013 51 TEXT ORDER granting Letter Request. Pltfs' Motion for Summary 
Judgment is adjourned to the Court's 919113 motion calendar at 10 AM in 
Albany. Opposition papers shall be filed on or before 8/23/13. Reply papers, if 
any, shall be filed on or before 8/29/13. NO FURTHER EXTENSIONS OR 
ADJOURNMENTS WILL BE PERMITTED. Authorized by Senior Judge 
Thomas J. McAvoy on 7/26/13. [Served by mail.] (sfp,) (Entered: 07/26/2013) 

07/26/2013 Reset Motion Deadlines: Pltfs 25 MOTION for Summary Judgment is 
adjourned to Senior Judge Thomas J. McA voy's 9/9/13 motion calendar at 10 
AM in Albany. Response to Motion due by 8/23/2013. Reply, if any, to 
Response to Motion due by 8/29/2013. This entry is made to set the deadlines 
in the system. (sfp,) (Entered: 07/26/2013) 

07/29/2013 Letter Motion from Richard Hong for Securities and Exchange Commission 
requesting Clarification of the Court's July 26, 2013 Text Order Re Scheduling 
submitted to Judge McAvoy. (Hong, Richard) (Entered: 07/29/2013) 

0713012013 TEXT ONLY NOTICE advising parties that the 9/10/13 JURY TRIAL has 
been ADJOURNED w/out DATE befSr. Judge McAvoy until such time a 
decision has been rendered on the dispositive motion(s) presently pending 
before the Court. Trial Papers are SUSPENDED at this time. ( cml) [ CRD 
traditionally served text only notice upon non-NEF deft Danzig@ last known 
address] (Entered: 07/30/2013) 
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08/06/2013 53 Mail Returned as Undeliverable re: 51 Order on Letter Request. Mail sent to 
Craig Danzig. Address sent to Boca Rato, FL 
(dpk) (Entered: 08/07/2013) 

08/12/2013 54 Mail Returned as Undeliverable re: Text Only Notice sent to Craig Danzig 
Address sent to Boca Raton, FL (dpk) (Entered: 
08/13/2013) 

08/13/2013 Minute Entry: SPECIAL MOTION CALENDAR held 8/13/2013 bef Sr. 
District Judge Thomas J. McAvoy in Albany, NY: APP: None; CR: L. 
Tennyson; CRD/mp. Pltfs 25 MOTION for Summary Judgment ­
ADJOURNED until 9/09/13 in Albany. (cml) (Entered: 08/13/2013) 

08/23/2013 55 RESPONSE in Opposition re MOTION for Summary Judgment Declaration 
ofJames C. Knox filed by Roger D. Shearer. (Attachments:# l Statement of 
Material Facts,# 2. Memorandum of Law,# l Certificate of Service)(Knox, 
James) (Entered: 08/23/2013) 

08/23/2013 NOTICE of Appearance by Giovanna A. D'Orazio on behalf of Stratocomm 
Corporation (D'Orazio, Giovanna) (Entered: 08/23/2013) 

08/23/2013 RESPONSE in Opposition re MOTION for Summary Judgment filed by 
Stratocomm Corporation. (Attachments:# l Statement of Material Facts,#~ 
Memorandum of Law,# 2 Appendix)(D'Orazio, Giovanna) (Entered: 
08/23/2013) 

08/23/2013 CERTIFICATE OF SERVICE by Stratocomm Corporation ofOpposition to 
Motion for Summary Judgment (D'Orazio, Giovanna) (Entered: 08/23/2013) 

08/29/2013 RESPONSE in Support re MOTION for Summary Judgment Reply Brief 
filed by Securities and Exchange Commission. (Attachments:# l Exhibit(s) 
MSJ Ex. 2, # l Exhibit(s) MSJ Ex. SA,#} Exhibit(s) MSJ Ex. 14A, #±Exhibit 
(s) MSJ Ex. 16, # 2 Exhibit(s) MSJ Ex. 19, # 2 Exhibit(s) MSJ Ex. 34, # 1 
Exhibit(s) MSJ Ex. 35, #ii Statement ofMaterial Facts Response and 
Objections to StratoComm's Additional Facts)(Hong, Richard) (Entered: 
08/29/2013) 

09/03/2013 COURT'S TEXT NOTICE to parties advising that the pending motion for 
919113 is on submit basis, no appearances necessary. [Served by mail.] (sfp,) 
(Entered: 09/03/2013) 

09/09/2013 Minute Entry: MOTION CALENDAR held 9/09/2013 bef Sr. District Judge 
Thomas J. McAvoy in Albany, NY: APP: None; CR: T. Casal; CRD/sg. Pltfs 
25 MOTION for Summary Judgment -TAKEN ON SUBMIT. (cml) (Entered: 
09/10/2013) 

09/13/2013 Mail Returned as Undeliverable: Copy of the Court's 9/3/2013 Text Notice sent 
to Craig Danzig, Address sent to Boca Raton, FL (amt) (Entered: 09/16/2013) 

02/19/2014 DECISION AND ORDER granting '") Motion for Summary Judgment. The 
SEC's motion for partial summary judgment imposing liability on defendants 
on each claim in which the defendants are named is GRANTED. The parties 
may now present evidence to the Court, by way of separate motion and/or 
proceeding, regarding appropriate relief to be awarded. Signed by Senior Judge 
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Thomas J. McA voy on 2119/2014. [Mailed copy of decision and order to pro se 
defendant] (dpk) (Entered: 02/20/2014) 

04/07/2014 6'1---"' MOTION for Remedies Motion Hearing set for 5/12/2014 10:00 AM in Albany 
before Senior Judge Thomas J. McAvoy Response to Motion due by 4/25/2014 
filed by Securities and Exchange Commission. (Attachments:# l Memorandum 
ofLaw,#~ Exhibit(s) 1 (SEC Prior Cease-and-Desist Order),# 2 Exhibit(s) 2 
(Answer of StratoComm and Shearer),# 1 Exhibit(s) 3 (FINRA BrokerCheck 
for Danzig),#.?. Exhibit(s) 4 (Declaration of Brad Mroski), #§.Proposed 
Order/Judgment) Motions referred to Christian F. Hummel. (Hong, Richard) 
(Entered: 04/07/2014) 

04/18/2014 63 NOTICE OF APPEAL as to 61 Order on Motion for Summary Judgment, with 
Certificate ofService, by Roger D. Shearer. Filing fee$ 505, receipt number 
0206-2911408. (Knox, James) (Entered: 04/18/2014) 

04/18/2014 64 ELECTRONIC NOTICE AND CERTIFICATION sent to US Court of 
Appeals, re: 63 Notice of Appeal. (Attachments:# l Civil Appeals Packet)(see) 
(Entered: 04/18/2014) 

04/18/2014 Clerk mailed copies of the 64 Electronic Notice and Certification to USCA of 
Appeal with civil appeal packet and 63 Notice of Appeal to Craig Danzig on 
4118/2014 by regular mail. (see) (Entered: 04/18/2014) 

04/25/2014 RESPONSE in Opposition re 62 MOTION for Remedies filed by Stratocomm 
Corporation. (Attachments: # l Memorandum ofLaw)(D'Orazio, Giovanna) 
(Entered: 04/25/2014) 

04/25/2014 CERTIFICATE OF SERVICE by Stratocomm Corporation ofOpposition to 
Motion for Remedies (D'Orazio, Giovanna) (Entered: 04/25/2014) 

04/25/2014 RESPONSE in Opposition re MOTION for Remedies filed by Roger D. 
Shearer. (Attachments:# l Declaration Declaration ofRoger Shearer with 
Exhibits )(Knox, James) (Entered: 04/25/2014) 

04/25/2014 CERTIFICATE OF SERVICE by Roger D. Shearer re Response in 
Opposition to Motion (Knox, James) (Entered: 04/25/2014) 

04/29/2014 69- Mail Returned as Undeliverable: copy of 63 Appeal sent to Craig Danzig, 
Address sent to Boca Raton, FL (cbm) 
(Entered: 04/29/2014) 

05/01/2014 70 REPLY to Response to Motion re MOTION for Remedies (PlaintifJSEC's 
Reply in Further Support ofIts Motion for Reliefas to Defendants StratoComm 
Corporation, Roger D. Shearer, and Craig Danzig) filed by Securities and 
Exchange Commission. (Attachments:# l Exhibit(s) 5)(Hong, Richard) 
(Entered: 05/01/2014) 

05/02/2014 NOTICE OF APPEAL as to Order on Motion for Summary Judgment, by 
Stratocomm Corporation. Filing fee$ 505, receipt number 0206-2924798. 
(D'Orazio, Giovanna) (Entered: 05/02/2014) 

05/02/2014 TEXT NOTICE to parties advising that the pending motion for 5112/14 is on 
submit basis, appearances are not required. [Served by mail.] (sfp,) (Entered: 
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05/02/2014) 

05/02/2014 72 ELECTRONIC NOTICE AND CERTIFICATION sent to U.S. Court of 
Appeals re 1lNotice of Appeal. (lah) (Entered: 05/02/2014) 

05/08/2014 USCA Case Number is 14-1259 for 63 Appeal filed by Roger D. Shearer. 
(cbm) (Entered: 05/08/2014) 

05/12/2014 Minute Entry: MOTION CALENDAR held 5/12/2014 bef Sr. District Judge 
Thomas J. McAvoy in Albany, NY: APP: None; CR: L. Tennyson; CRD/mp. 
PltfSecurities & Exchange Commission's 62 MOTION for Remedies -TAKEN 
ON SUBMIT. (cml) (Entered: 05/13/2014) 

05/16/2014 73 Mail Returned as Undeliverable re: Text Notice sent to Craig Danzig. Address 
sent to ., Boca Raton, FL (dpk) (Entered: 
05/19/2014) 

05/16/2014 Mail Returned as Undeliverable re: 72 Electronic Notice and Certification to 
USCA of Appeal sent to Craig Danzig. Address sent to 
Boca Raton, FL (dpk) (Entered: 05/21/2014) 

08/18/2014 MANDATE of USCA as to Notice of Appeal filed by Roger D. Shearer and 
1l Notice of Appeal filed by Stratocomm Corporation (dpk) (Entered: 
08/18/2014) 

03/09/2015 DECISION and ORDER granting in part and denying in part 62 Motion for 
Remedies. This Court shall retain jurisdiction of this matter for the purposes of 
enforcing the terms of this Decision and Order and the subsequent Judgment. 
Signed by Senior Judge Thomas J. McAvoy on 3/9/2015. (dpk) (Entered: 
03/09/2015) 

03/09/2015 Sent copy of 76 Decision and Order to pro se defendant Craig Danzig via 
regular mail on 3/9/2015. ( dpk) (Entered: 03/09/2015) 

03/11/2015 JUDGMENT in accordance with Decision and Order signed by Judge Thomas 
J. McAvoy on 3/9/2015. (dpk) (Entered: 03112/2015) 

03/12/2015 Sent copy of 77 Judgment to defendant Craig Danzig on 3/12/2015. (dpk) 
Modified on 3/12/2015 (dpk). (Entered: 03112/2015) 

03/25/2015 Unopposed Letter Motion from SEC (requesting correction of a typographical 
error in Decision and Order, filed March 9, 2015 and Judgment in a Civil Case, 
filed March 11, 2015) for Securities and Exchange Commission requesting 
Correction of Final Judgment submitted to Judge McAvoy. (Attachments:# l 
Proposed Order/Judgment Corrected Proposed Final Judgment)(Hong, Richard) 
(Entered: 03/25/2015) 

03/26/2015 ORDER granting Letter Request. The Court's March 9, 2015 Decision 
and Order is AMENDED to delete any reference to Roger D. Shearer having 
violated, and/or being permanently enjoined from violating, Section l 7(a) of 
the Securities Act of 1933 [15 U.S.C. § 77q(a)]. The Judgment in thismatter 
shall be amended accordingly. Signed by Senior Judge Thomas J. McA voy on 
3/26/2015. ( dpk) (Entered: 03/26/2015) 
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03/26/2015 80 

03/30/2015 81 

03/31/2015 82-

05/07/2015 83 

05/07/2015 84-

05/07/2015 

05/08/2015 85-

05/21/2015 

05/22/2015 87-

05/26/2015 

AMENDED JUDGMENT as to Defendants Stratocomm Corporation, Roger 
Shearer and Craig Danzig. ( dpk) (Entered: 03/26/2015) 

Mail Returned as Undeliverable. re: 77 Judgment sent to Craig Danzig Address 
sent to Boca Raton FL (Attachments:# l 
mailing envelope) (tab) (Entered: 03/31/2015) 


Mail Returned as Undeliverable. re: 76 Order on Motion for Miscellaneous 

Relief, sent to Craig Danzig Address sent to Boca Raton, 
FL (Attachments: # l mailing envelope) (tab) (Entered: 03/31/2015) 

NOTICE OF APPEAL as to 80 Judgment by Stratocomm Corporation. No fee 
paid. (D'Orazio, Giovanna) (Entered: 05/07/2015) 

NOTICE by Stratocomm Corporation re 83 Notice of Appeal that Appeal Fee 
Paid (D'Orazio, Giovanna) (Entered: 05/0712015) 

Filing fee:$ 505.00, receipt number 0206-3282782 for 83 Notice of Appeal. 
( dpk) (Entered: 05/08/2015) 

ELECTRONIC NOTICE AND CERTIFICATION sent to US Court of Appeals 
re 83 Notice of Appeal (dpk) (Entered: 05/08/2015) 

NOTICE OF APPEAL by Roger D. Shearer. Filing fee $ 505, receipt number 
ALB009187. (lah) (Entered: 05/22/2015) 

ELECTRONIC NOTICE AND CERTIFICATION sent to US Court of Appeals 
re Notice of Appeal. (lah) (Entered: 05/22/2015) 

Mail Returned as Undeliverable re Electronic Notice and Certification to 
USCA of Appeal sent to Craig Danzig. Address sent to: 

Boca Raton, FL (dpk) (Entered: 05/28/2015) 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF NEW YORK 

) 
SECURITIES AND EXCHANGE ) 
COMMISSION, ) 

) 
Plaintiff, ) 

v. ) Case No. 1: l l-CV-1188 (TJMIDRH) 
) 

STRATOCOMM CORPORATION, ) 
ROGER D. SHEARER, and ) 
CRAIG DANZIG, ) 

) 
Defendants. ) 

STATEMENT OF MATERIAL FACTS IN SUPPORT OF THE SECURITIES 
AND EXCHANGE COMMISSION'S MOTION FOR PARTIAL SUMMARY JUDGMENT 

Pursuant to L.R. 7.l(a)(3) ofthe Local Rules ofPractice for the United States District Court 

for the Northern District ofNew York, Plaintiff Securities and Exchange Commission respectfully 

states that the following material facts are not in genuine dispute. 

StratoComm Corporation 

1. StratoComm Corporation ("StratoComm") is a Delaware corporation that was 

incorporated in 1997. MSJ Ex. 1 (StratoCornrn Corporation "Entity Details" from the Delaware 

Department of State: Division of Corporations, available at 

https://delecorp .delaware.gov /tin/GIN ameSearch.jsp) 

2. StratoCornm describes itself as being in the business of designing, manufacturing, 

and selling telecommunications equipment. MSJ Ex. 2 (StratoComm's Executive Informational 

Overview (SEC Inv. Ex. #58) at 1, 3 and 5) 

3. StratoComm's stock is a penny stock that is publicly traded and quoted on the 

electronic quotation system formerly known as the Pink Sheets. MSJ Ex. 3 (January 25, 2013 

Deposition of Defendant Shearer at Tr. 62:19-63:8; 64:9-12) 
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4. From late 2007 until April 2010, StratoComm received approximately $4 million 

from selling its stock to more than 100 investors, many of whom were unaccredited investors. 

MSJ Ex. 4 (Summary chart of bank records reflecting deposits from investors who purchased 

StratoComm stock); MSJ Ex. 6 (Investigative Testimony ofDefendant Craig Danzig at Tr 135:9­

14) 

5. StratoComm has never filed a registration statement with the Commission. MSJ Ex. 

5 (Attestation of Secretary ofthe U.S. Securities and Exchange Commission, Elizabeth Murphy); 

MSJ Ex. 3 (January 25, 2013 Deposition of Defendant Shearer at Tr. 66:4) 

6. StratoComm never prepared audited financial statements or provided an offering 

memorandum to investors. MSJ Ex. 3 (January 25, 2013 Deposition of Defendant Shearer at Tr. 

57:7-20); MSJ Ex. 6 (September 21, 2010, investigative testimony ofDefendant Craig Danzig at 

Tr 134:19-25) 

7. StratoComm operates a website that is publicly available at www.stratocomm.net. 

MSJ Ex. 7 (Printout ofthe homepage to StratoComm Corporation's website at 

www.stratocomm.net) 

Roger D. Shearer 

8. Roger D. Shearer founded StratoComm in 1997. MSJ Ex. 8 (Investigative 

Testimony of Defendant Roger D. Shearer at Tr. 329:18-22) 

9. Shearer is the sole Officer and Director of StratoComm and has held those positions 

since the inception of the company. MSJ Ex. 3 (January 25, 2013, deposition of Defendant Roger 

D. Shearer at Tr 10:19-24) 

10. Shearer is the ChiefExecutive Officer ("CEO") of StratoComm and has held that 

position since the inception of the company, except for a one-month period in the fall of2010. 

MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 9:11-10:11) 

2 
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11. Shearer, as CEO, controlled the conduct of StratoComm during all periods in which 

he was CEO. MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 9:15­

20) 

12. Shearer, as sole Director of StratoComm, authorized himself, as CEO of 

StratoComm, to issue StratoComm stock between January 2007 and January 2011. MSJ Ex. 3 

(January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 14:8-15:9) 

13. From November 2007 until April 2010, Shearer was StratoComm's largest 

beneficial stockholder. MSJ Ex. 8 (Investigative Testimony ofDefendant Roger D. Shearer at Tr 

136:7-137:6; 278:10-279:8; 301:7-10) 

Craig Danzig 

14. Craig Danzig was employed by StratoComm from at least 2007 until November 

20 l 0, initially as Director oflnvestor and Institutional Relations and subsequently as Executive 

Director oflnstitutional Relations. MSJ Ex. 6 (Investigative Testimony ofDefendant Craig 

Danzig Danzig at Tr 47:13-24); MSJ Ex. 2 (StratoComm's Executive Informational Overview, Inv. 

MSJ Ex. #58 at 11); MSJ Ex. 6 (Investigative Testimony ofDefendant Craig Danzig Danzig at Tr 

47:13-24); MSJ Ex. 9 (Comp!. ii 15); MSJ Ex. 10 (Danzig Answer ii 15) 

15. Prior to joining StratoComm, Danzig was a registered representative (commonly 

known as a "stockbroker") associated with several broker-dealers. MSJ Ex. 9 (Comp!. ii 16); MSJ 

Ex. 10 (Danzig Answer ii 16); MSJ Ex. 11 (Danzig FINRA BrokerCheck Report at 3-4; publicly 

available at http://www.finra.org/Investors/T oo lsCalculators/B rokerChecki) 

16. Danzig held a license to sell securities from 1991 until 2000, when it lapsed. MSJ 

Ex. 11 (Danzig FINRA BrokerCheck Report at 3-4; publicly available at 

http://www.finra.org/Investors/ToolsCalculators/BrokerCheck/) MSJ Ex. 9 (Comp!. ii 16 ); MSJ 

Ex. 10 (Danzig Answer iJ 16 ) 

3 
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17. From November 2007 through April 2010, Danzig was not licensed to sell 

securities. MSJ Ex. 9 (Compl. ii 16 ); MSJ Ex. 10 (Danzig Answer ii 16) 

18. While employed by StratoComm, Craig Danzig used the e-mail addresses 

cdanzig@stratocomm.net and to conduct official business. MSJ Ex. 6 

(Investigative Testimony ofDefendant Craig Danzig at Tr 103:22-104:1; 112:9:..15) 

StratoComm Portrayed Itself as a Successful Telecommunications Company 

19. During the period November 2007 through April 2010, StratoComm stated that it 

was designing, manufacturing and selling telecommunications equipment called the Transitional 

Telecommunications System ("TIS") to countries in the developing world. MSJ Ex. 9 (Compl. ii 

17); MSJ Ex. 12 (StratoComm and Shearer Answer ii 8); MSJ Ex. 2 (StratoComm' s Executive 

Informational Overview (Inv. MSJ Ex. #58) at 1, 3, 5, 19-20) 

20. StratoComm described its TIS as consisting primarily of an antenna system 

suspended from a blimp ("aerostat") tethered to the ground. MSJ Ex. 2 (StratoComm's Executive 

Informational Overview (Inv. Ex. #58) at 5) 

21. StratoComm stated that its TIS could provide 500,000 subscribers with broadband 

internet, wireless voice, or broadcast services. MSJ Ex. 2 (StratoComm's Executive Informational 

Overview (Inv. Ex. #58) at 5) 

22. StratoComm also stated that it was developing a Stratospheric Telecommunications 

System ("STS"), including solar-powered equipment to be stationed in the stratosphere 65,000 feet 

above ground. MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58) at 5) 

23. StratoComm explained that the STS would be able to provide telecommunications 

services to three million customers in a 1,000 kilometer area. MSJ Ex. 2 (StratoComm's Executive 

Informational Overview (Inv. Ex. #58) at 5) 

24. StratoComm stated that it was operating on two parallel tracks: (i) current 

4 
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production and sales ofthe ITS, and (ii) development of the stratospheric system. MSJ Ex. 8 

(Investigative Testimony ofDefendant Roger D. Shearer at Tr 77: 17-22 and 82:5-8) 

The Truth About StratoComm 

25. StratoComm has never actually built a ITS. MSJ Ex. 8 (Investigative Testimony of 

Defendant Roger D. Shearer at Tr 103: 17-20) 

26. StratoComm has never tested an operational prototype of a ITS. MSJ Ex. 3 

(January 25, 2013, deposition of Defendant Roger D. Shearer at Tr 47:21-25, 54:6-8) 

27. StratoComm has never had the funds to construct a ITS. MSJ Ex. 3 (January 25, 

2013, deposition ofDefendant Roger D. Shearer at Tr 48:2-14); MSJ Ex. 13 (StratoComm 

Corporation's Answers to Interrogatories No. 8) 

28. StratoComm has never had all of the parts to construct a ITS. MSJ Ex. 13 

(StratoComm Corporation's Answers to Interrogatories No. 7) 

29. StratoComm has never possessed an aerostat. MSJ Ex. 3 (January 25, 2013, 

deposition ofDefendant Roger D. Shearer at Tr 19:91-21) 

30. StratoComm has never had the funds to acquire an aerostat. MSJ Ex. 3 (January 25, 

2013, deposition ofDefendant Roger D. Shearer at Tr 19:22-20:3) 

31. StratoComm has never exchanged a ITS for money. MSJ Ex. 8 (Investigative 

Testimony of Defendant Roger D. Shearer at Tr 431 :25-432:3) 

32. StratoComm has never received a deposit on a ITS. MSJ Ex. 8 (Investigative 

Testimony of Defendant Roger D. Shearer at Tr 432:4-7) 

33. As of late 2007, StratoComm had not yet resolved basic design issues relating to the 

ITS and had only estimated the cost of the system at a rough level. MSJ Ex. 14 (Investigative 

Testimony ofRichard Buchanan at Tr 79: 17-82: 16) 
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34. StratoComm has never acquired any customers who transmitted payment to 

StratoComm for products or services. MSJ Ex. 13 (StratoComm's Answers to Interrogatories No. 

5) 

35. StratoComm has never had any revenue. MSJ Ex. 3 (January 25, 2013, deposition 

ofDefendant Roger D. Shearer at Tr 66:19) 

36. StratoComm's sole source of support, aside from loans from friends and family, has 

been the money that it received from selling its securities to investors. MSJ Ex. 9 (Compl. ii 20); 

MSJ Ex. 12 (StratoComm and Shearer Answer ii 10) 

StratoComm's False And Misleading Statements 

37. During the November 2007 through May 2009 time period, Shearer, acting within 

the scope of his authority and in his capacity as CEO of StratoComm, was authorized to write, 

publish and distribute press releases on behalf of StratoComm. MSJ Ex. 3 (January 25, 2013, 

deposition ofDefendant Roger D. Shearer at Tr 9:15-20, 43:7-14, 47:3-20 and 53:16-25); MSJ Ex. 

15 (StratoComm Admissions, No.s 2, 3 and 4) 

38. November 20, 2007 Press Release 

39. On November 20, 2007, StratoComm issued a press release entitled "StratoComm 

Announces $45 Million System Sale." The press release identifies StratoComm as its source. MSJ 

Ex. 16 (November 20, 2007, StratoComm Press Release (Inv. Ex. #51)) 

40. Shearer, acting within the scope of his authority, and in his capacity as CEO of 

StratoComm, wrote the November 20, 2007 press release. MSJ Ex. 3 (January 25, 2013, 

deposition of Defendant Roger D. Shearer at Tr 47:3-13) 

41. Shearer, acting within the scope of his authority and in his capacity as CEO of 

StratoComm, authorized the release and publication of the November 20, 2007 press release. MSJ 

Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 47: 17-20) 
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42. StratoComm's November 20, 2007 press release was posted on StratoComm's 

website on or about November 20, 2007. MSJ Ex. 17 (Printouts of a page of StratoComm's 

website available at http://www.stratocomm.net/newsmedia/ (images captured on September 22, 

2009) 

43. StratoComm's November 20, 2007 press release was distributed to the public via 

PR Newswire on or about November 20, 2007. MSJ Ex. (16 November 20, 2007, StratoComm 

Press Release (Inv. Ex. #51)) 

44. StratoComm's November 20, 2007 press release states that Evergreen ISP Platform, 

PLC "has contracted with StratoComm for the purchase of$45,000,000 ofStratoComm 

Transitional System telecommunications equipment and services." MSJ Ex. 16 (November 20, 

2007, StratoComm Press Release (Inv. Ex. #51)) 

45. The press release described StratoComm as a "provider" of''telecommunications 

infrastructure technologies" and stated that a "$45 million contract" was "awarded" to StratoComm 

by an entity in Cameroon for three ITS units and related services. MSJ Ex. 16 (November 20, 

2007, StratoComm Press Release (Inv. Ex. #51)) 

46. As ofNovember 20, 2007, StratoComm had never built or tested an operational 

ITS and StratoComm did not have the money to do so.· MSJ Ex. 8 (Investigative Testimony of 

Defendant Roger D. Shearer at Tr 103:17-20); MSJ Ex. 13 (StratoComm's Answers to 

Interrogatories No. 8) 

47. On November 20, 2007, Shearer knew that StratoComm did not have an operational 

ITS prototype and had no ITS units to supply. MSJ Ex. 3 (January 25, 2013, deposition of 

Defendant Roger D. Shearer at Tr 47:21-25); MSJ Ex. 8 (Investigative Testimony of Defendant 

Roger D. Shearer at Tr 103: 16) 

48. On November, 20, 2007, Shearer knew StratoComm did not have the funding in 
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place to build a TIS. MSJ Ex. 3 (January 25, 2013, deposition of Defendant Roger D. Shearer at 

Tr48:2-4) 

49. On November 20, 2007, StratoComm had not provided telecommunications 

infrastructure technologies to any person or entity. MSJ Ex. 8 (Investigative Testimony of 

Defendant Roger D. Shearer at Tr 93:1-5) 

50. When Shearer drafted the November 20, 2007 press release, he knew that 

StratoComm had not provided telecommunications infrastructure technologies to any person or 

entity. MSJ Ex. 18 (Shearer Admissions, No. 12); MSJ Ex. 8 (Investigative Testimony of 

Defendant Roger D. Shearer at Tr 93:1-5) 

51. StratoComm never received a monetary deposit or payment from Evergreen ISP 

Platform based upon the sale announced in the November 20, 2007 press release. MSJ Ex. 3 

(January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 34:22-35:5) 

52. StratoComm never received any revenue based upon the sale referenced in the 

November 20, 2007 press release. MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. 

Shearer at Tr 34:22-35:5) 

January 29, 2008 Press Release 

53. On January 29, 2008, StratoComm issued a press release announcing the sale, 

valued at $15 million, ofa ITS and related services to StratoComm 's joint venture partner in 

Madagascar. The press release identifies StratoComm as its source. MSJ Ex. 19 (January 29, 

2008, StratoComm Corporation Press Release (Inv. Ex.# 57)) 

54. Shearer, acting within the scope of his authority and in his capacity as CEO of 

StratoComm, wrote the January 29, 2008 press release. MSJ Ex. 3 (January 25, 2013, deposition 

ofDefendant Roger D. Shearer at Tr 53: 16-17) 

55. Shearer, acting within the scope of his authority and in his capacity as CEO of 
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StratoComm, authorized the release and publication ofthe January 29, 2008 press release. MSJ 

Ex. 3 (January 25, 2013, deposition of Defendant Roger D. Shearer at Tr 53:22-25) 

56. StratoComm's January 29, 2008 press release was posted on StratoComm's website 

on or about February 26, 2008. MSJ Ex. 17 (Printout of news media page ofStratoComm's 

website available at http://www.stratocomm.net/newsmedia/(images captured on September 22, 

2009) 

57. StratoComm's January 29, 2008 press release was distributed to the public via PR 

Newswire on or about January 29, 2008. MSJ Ex. 19 (January 29, 2008, StratoComm Corporation 

Press Release (Inv. Ex.# 57)) 

58. StratoComm's January 29, 2008 press release referred to the Madagascar 

transaction as "StratoComm's most recent system sale." MSJ Ex. 19 (January 29, 2008, 

StratoComm Corporation Press Release (Inv. Ex.# 57)) 

59. The January 29, 2008 press release described StratoComm as a "provider" of 

telecommunications infrastructure technologies. MSJ Ex. 19 (January 29, 2008, StratoComm 

Corporation Press Release (Inv. Ex.# 57)) 

60. As ofJanuary 29, 2008, StratoComm had never built or tested an operational TIS 

and StratoComm did not have the money to do so. MSJ Ex. 3 (January 25, 2013, deposition of 

Defendant Roger D. Shearer at Tr 54:6-12); MSJ Ex. 15 (StratoComm Admissions, No.s 18 and 

19); MSJ Ex. 13 (StratoComm's Answers to Interrogatories No. 8) 

6L As ofJanuary 29, 2008, Shearer knew that StratoComm did not have an operational 

ITS prototype or TIS unit to supply to Madagascar. MSJ Ex. 3 (January 25, 2013, deposition of 

Defendant Roger D. Shearer at Tr 54:6-8) 

62. As ofJanuary 29, 2008, Shearer knew that StratoComm did not have the funding in 

place to build a TIS. MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at 
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Tr 54:9-12). 

63. On January 29, 2008, StratoComm had not provided telecommunications 

infrastructure technologies to any person or entity. MSJ Ex. 8 (Investigative Testimony of 

Defendant Roger D. Shearer at Tr 93:1-5) 

64. When Shearer drafted the January 29, 2008 press release, he knew that StratoComm 

had not "provided" telecommunications infrastructure technologies to any person or entity. MSJ 

Ex. 18 (Shearer Admissions, No. 24); MSJ Ex. 8 (Investigative Testimony ofDefendant Roger D. 

Shearer at Tr 93:1-5) 

65. StratoComm never received a monetary deposit or payment from StratoComm 

Madagascar SA based upon the sale announced in the January 29, 2008 press release. MSJ Ex. 3 

(January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 34:22-35:5) 

66. StratoComm never received any revenue based upon the agreement referenced in 

the January 29, 2008 press release. MSJ Ex. 3 (January 25, 2013, deposition of Defendant Roger 

D. Shearer at Tr 34:22-35:5) 

September 2, 2008 "Executive Informational Overview" 

67. On September 2, 2008, StratoComm's Executive Informational Overview was 

published. MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58) at 1) 

68. The Executive Informational Overview was prepared at the direction of Shearer 

acting within the scope of his authority and in his capacity as CEO of StratoComm. MSJ Ex. 20 

("The Truth Should Matter'' by Roger D. Shearer (Deposition Exhibit #13)); MSJ Ex. 18 (Shearer 

Admissions, No. 26); MSJ Ex. 9 (Comp!. if 31 ); MSJ Ex. 12 (StratoComm and Shearer Answer if 

20) . 
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69. The Executive Informational Overview was prepared by StratoComm with the 

assistance ofCrystal Research Associates, LLC. MSJ Ex. 2 (StratoComm's Executive 

Informational Overview (Inv. Ex. #58) at 52) 

70. StratoComm paid Crystal Research Associates $40,000 and 300,000 StratoComm 

stock warrants to assist in the preparation ofthe Executive Informational Overview. MSJ Ex. 8 

(Investigative Testimony ofDefendant Roger D. Shearer at Tr 452:15-453:6); MSJ Ex. 2 

(StratoComm's Executive Informational Overview (Inv. Ex. #58 at 52)) 

71. The Executive Informational Overview was based upon information provided by 

StratoComm. MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58 at 52)) 

72. Shearer reviewed, approved and authorized the release of the Executive 

Informational Overview. MSJ Ex. 3 (January 25, 2013, deposition of Defendant Roger D. Shearer 

at Tr at 40: 16-41 :5); MSJ Ex. 20 ("The Truth Should Matter" by Roger D. Shearer (Deposition 

Exhibit #13) 

73. StratoComm's logo and contact information appeared at the top of the first page of 

the Executive Informational Overview and StratoComm's logo appears on every page of the 

document. MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58)) 

74. StratoComm's Executive Informational Overview stated that, "StratoComm's 

aerostat is nearly 37 meters in length and 12 meters at its widest portion. It meets all U.S. Federal 

Aviation Administration (FAA) requirements, including the presence of an emergency flight 

termination system and proper lighting, and can carry a payload of up to 225 kilograms." MSJ Ex. 

2 (StratoComm's Executive Informational Overview (Inv. Ex. #58) at 5, 19) 

75. StratoComm's Executive Informational Overview made the following assertions 

regarding the dimensions and performance of the ITS: 

The ITS is a tethered aerostat 37 meters in length positioned 1,500 
meters above the region for which it provides telecommunications. 
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Due to its proprietary payload designed in-house by StratoComm's 
Development Team, the TIS can support broadband Internet, 
wireless voice, or broadcast services (up to 100 video channels) for 
roughly 500,000 customers in ah 80-kilometer diameter area. 

MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58 at 37)) 

76. StratoComm's Executive Informational Overview described the TIS as "presently 

available." MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. #58) at 13) 

77. StratoComm's Executive Informational Overview stated that much of the 

company's resources were devoted to support of its "installed TISs." MSJ Ex. 2 (StratoComm's 

Executive Informational Overview (Inv. Ex. #58) at 6) 

78. StratoComm's Executive Informational Overview contained pictures and artist's 

renderings presented in a manner suggesting that they represented existing StratoComm systems, 

such as tethered airships. MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. Ex. 

#58) at 18, 20, 21) 

79. StratoComm's Executive Informational Overview stated that, "[a]t present, the 

Company has sold three TIS aerostats to Cameroon [and) one to Madagascar ..." MSJ Ex. 2 

(StratoComm' s Executive Informational Overview (Inv. Ex. #5 8) at 18) 

80. StratoComm's Executive Informational Overview stated that StratoComm was 

"presently selling" the TIS, that TIS units "have been sold ... for $60 million to date," and that its 

goal was to obtain "up to an additional $75 million in sales" by the end of2008, which was less 

than four months after the Executive Informational Overview was issued. MSJ Ex. 2 

(StratoComm's Executive Informational Overview (Inv. Ex. #58) at 13, 36) 

81. StratoComm's Executive Informational Overview stated that "the ITS now 

supports wireless telephony." MSJ Ex. 2 (StratoComm's Executive Informational Overview (Inv. 

Ex. #58) at 21) 
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82. StratoComm's Executive Informational Overview stated that, "StratoComm 

anticipates that the first TIS unit will likely be in service by the first quarter 2009." MSJ Ex. 2 

(StratoComm's Executive Informational Overview (Inv. Ex. #58) at 23) 

83. StratoComm's Executive Informational Overview described a product that does not 

exist and sales that never occurred. MSJ Ex. 8 (Investigative Testimony ofDefendant Roger D. 

Shearer at Tr 103: 17-20); MSJ Ex. 15 (StratoComm Admissions, No.s 7, 11 and 18); MSJ Ex. 3 

(January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 34:22-35:5) 

84. When Shearer approved the Executive Informational Overview for public 

distribution, he knew that StratoComm had never owned an aerostat. MSJ Ex. 3 (January 25, 

2013, deposition ofDefendant Roger D. Shearer at Tr 19:21) 

85. When Shearer approved the Executive Informational Overview for public 

distribution, he knew that StratoComm never had the funding to purchase an aerostat or build an 

operational TIS. MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 

19:22-20: 17) 

86. When Shearer approved the Executive Informational Overview for public 

distribution, he knew that StratoComm has never delivered an operational TIS to any entity. MSJ 

Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 34:9-21) 

87. When Shearer approved the Executive Informational Overview for public 

distribution, he knew that StratoComm had not installed a TIS. MSJ Ex. 18 (Shearer Admissions, 

No. 31 ); MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 34: 15-21) 

88. When Shearer approved the Executive Informational Overview for public 

distribution, he knew that StratoComm had not received payment in connection with the sales 

agreements referenced in the November 20, 2007 and January 29, 2008 press releases. MSJ Ex. 18 

13 




Case 1:11-cv-01188-TJM-CFH Document 25-2 Filed 04/04/13 Page 14 of 20 

(Shearer Admissions, Nos. 11 and 23); MSJ Ex. 3 (January 25, 2013, deposition of Defendant 

Roger D. Shearer at Tr 37:15-38:8). 

89. Danzig reviewed the Executive Informational Overview before it was finalized. 

MSJ Ex. 6 (Investigative Testimony ofDefendant Craig Danzig at Tr 63 :21-64:5) 

90. StratoComm's Executive Informational Overview was placed on StratoComm's 

website on or about December 3, 2008. MSJ Ex. 17 (Printouts ofnews media page of 

StratoComm's website available at http://www.stratocomm.net/newsmedia/ (images captured on 

September 22, 2009) 

91. StratoComm's Executive Informational Overview was also posted on Crystal 

Research Associates' website on or about September 2, 2008. MSJ Ex. 15 (StratoComm 

Admissions, No. 12); MSJ Ex. 21 (December 3, 2008 Danzig e-mail (SEC-Shearer-E-0024679); 

MSJ Ex. 22 (August 5, 2009 Danzig e-mail (SEC-Danzig-E-0022828-30); MSJ Ex. 23 (October 

15, 2009 Danzig e-mail (SEC-Danzig-E-0022537); MSJ Ex. 24 (April 21, 2010 Danzig e-mail 

(SEC-Danzig-E-0020121) 

May 5, 2009 Press Release 

92. On May 5, 2009, StratoComm issued a press release entitled, "StratoComm 

Corporation Schedules Initial System Tum On." MSJ Ex. 25 (May 5, 2009, StratoComm 

Corporation Press Release (Inv. Ex.# 42)) 

93. Shearer, acting within the scope of his authority and in his capacity as CEO of 

StratoComm, wrote the May 5, 2009 press release. MSJ Ex. 3 (January 25, 2013, deposition of 

Defendant Roger D. Shearer at Tr 43:7-8) 

94. Shearer, acting within the scope of his authority and in his capacity as CEO of 

StratoComm, authorized the release and publication of the May 5, 2009 press release. MSJ Ex. 3 
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(January 25, 2013, deposition ofDefendant Roger D. Shearer at Tr 43:12-14); MSJ Ex. 18 (Shearer 

Admissions, No. 36) 

95. StratoComm's May 5, 2009 press release was distributed via PR Newswire on or 

about May 5, 2009. MSJ Ex. 25 (May 5, 2009, StratoComm Corporation Press Release (Inv. Ex. 

#42)) 

96. The press release identifies "StratoComm Corporation" as its "source." MSJ Ex. 25 

(May 5, 2009, StratoComm Corporation Press Release (Inv. Ex.# 42)) 

97. StratoComm's May 5, 2009 press release noted that, "a team of engineers" was 

departing for Cameroon ''the location for installation of StratoComm's first commercial wireless 

telecommunications system." MSJ Ex. 25 (May 5, 2009, StratoComm Corporation Press Release 

(Inv. Ex. #42)) 

98. StratoComm's May 5, 2009 press release described testing of the system at the 

company's facilities in New Jersey and the scheduled departure of the "installation and training 

team." MSJ Ex. 25 (May 5, 2009, StratoComm Corporation Press Release (Inv. Ex. #42)) 

99. StratoComm's May 5, 2009 press release emphasized that testing would ensure 

"efficient installation and reliable operation with system tum on." MSJ Ex. 25 (May 5, 2009, 

StratoComm Corporation Press Release (Inv. Ex. #42)) 

100. The reference in the May 5, 2009, press release to "StratoComm's first commercial 

wireless telecommunications system" was not to a TIS. MSJ Ex. 3 (January 25, 2013, deposition 

ofDefendant Roger D. Shearer at Tr 21:8-22:2) 

101. The system to be installed in Cameroon involved placement of telecommunications 

equipment on a radio tower. MSJ Ex. 3 (January 25, 2013, deposition of Defendant Roger D. 

Shearer at Tr 21:8-22:2) 
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102. The press release did not disclose that the system installed in Cameroon was not a 

TIS. MSJ Ex. 25 (May 5, 2009, StratoComm Corporation Press Release (Inv. Ex.# 42)) 

103. The press release did not disclose that the system installed in Cameroon was 

anchored to a tower. MSJ Ex. 25 (May 5, 2009, StratoComm Corporation Press Release (Inv. Ex. 

# 42)) 

104. IfStratoComm had progressed to a stage where it had constructed and installed a 

TIS, that would have been a very significant event for the company. MSJ Ex. 8 (Investigative 

Testimony ofDefendant Roger D. Shearer at Tr 364:23-365:2) 

Danzig Markets and Sells StratoComm Stock 

I 05. In his role as Director oflnvestor and Institutional Relations and subsequently as 

Executive Director oflnstitutional Relations, Danzig's primary responsibility was to market 

StratoComm's stock to investors. MSJ Ex. 9 (Comp!. if 36); MSJ Ex. 10 (Danzig Answer ii 36); 

MSJ Ex. 6 (Investigative Testimony ofDefendant Craig Danzig at Tr 44:25-45: 17; 47:25-50:6.) 

106. Danzig marketed StratoComm's stock throughout the country by telephone, through 

e-mail and in face-to-face meetings. MSJ Ex. 6 (Investigative Testimony ofDefendant Craig 

Danzig at Tr 78:12-23); MSJ Ex. 26 (March 11, 2010, Danzig e-mail (SEC-Shearer-E-0011470)); 

MSJ Ex. 27 (October 1, 2008 e-mail to Danzig (SEC-Shearer-E-0026237)); MSJ Ex. 6 

(Investigative Testimony ofDefendant Craig Danzig at Tr 117:6-9) 

107. Danzig used the Executive Informational Overview as a "selling tool" to market 

StratoComm's stock and to convince investors of StratoComm's "legitimacy." MSJ Ex. 6 

(Investigative Testimony of Defendant Craig Danzig Danzig at Tr 74: 11-75 :5) 

108. Danzig routinely directed potential investors to the Executive Informational 

Overview on the Crystal Research website. MSJ Ex. 6 (Investigative Testimony ofDefendant 

Craig Danzig Danzig at Tr 74:11-22; 78:12-14); MSJ Ex. 21 (December 3, 2008 Danzig e-mail 
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(SEC-Shearer-E-0024679)0; MSJ Ex. 22 (August 5, 2009 Danzig e-mail (SEC-Danzig-E-0022828­

30)); MSJ Ex. 23 (October 15, 2009 Danzig e-mail (SEC-Danzig-E-0022537)); MSJ Ex. 24 (April 

21, 2010 Danzig e-mail (SEC-Danzig-E-0020121)) 

109. Danzig arranged for a copy of the Executive Informational Overview to be sent to a 

potential investor. MSJ Ex. 28 (October 19, 2009 e-mail (SEC-Danzig-E-0013755)) 

110. Danzig instructed a stock broker to use the Executive Informational Overview in 

dealing with a client considering an investment in StratoComm. MSJ Ex. 6 MSJ (Investigative 

Testimony ofDefendant Craig Danzig Danzig at Tr 130: 20-23); MSJ Ex. 29 (August 3, 2009 

Danzig e-mail (SEC-Danzig-E-0022884)) 

111. Danzig directed potential providers ofpublic relations services to the Executive 

Informational Overview. MSJ Ex. 30 (July 12, 2009 Danzig e-mail (SEC-Shearer-E-0019589)) 

112. Danzig directed potential providers of investment banking services to the Executive 

Informational Overview. MSJ Ex. 31 (December 30, 2008 Danzig e-mails (SEC-Shearer-E­

0023266-68; 0024270-71)) 

113. When Danzig distributed the Executive Informational Overview to potential 

investors, Danzig knew that StratoComm did not have a TIS. MSJ Ex. 6 (Investigative Testimony 

ofDefendant Craig Danzig at Tr 64:14-20) 

114. In an email on October 30, 2009, more than a year after the Executive Informational 

Overview was issued, Danzig complained to Shearer that StratoComm had "no money, and no 

product." MSJ Ex. 32 (October 31, 2009 Danzig e-mail (SEC-Shearer-E-0016488)) 

115. Danzig served as the designated contact within StratoComm for investors, relayed 

the terms of stock sales, handled paperwork relating to stock sales, and facilitated the issuance of 

shares. MSJ Ex. 6 (Investigative Testimony ofDefendant Craig Danzig at Tr 48:21-49:16); MSJ 

Ex. 26 (March 11, 2010, Danzig e-mail (SEC-Shearer-E-0011470)) 
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116. StratoComm paid Danzig a salary plus a "discretionary bonus" that was based on 

his performance in raising money by selling the company's securities. MSJ Ex. 6 (Investigative 

Testimony ofDefendant Craig Danzig at Tr 45:25-47:6; 229: 10-230:6) 

117. While marketing and selling StratoComm stock to investors, Danzig was not 

registered as a broker and was not associated with a registered broker. MSJ Ex. 9 (Compl. iii! 5, 

16, 38 and 62); MSJ Ex. 10 (Danzig Answer 115, 16, 38 and 62) 

StratoComm's Unregistered Stock Sales 

118. StratoComm issued more than 62 million shares of stock to investors between late 

2007 and April 2010. MSJ Ex. 33 (Relevant excerpted portions of Florida Atlantic Stock Transfer 

Report for StratoComm Corporation) 

119. From the inception of the company, StratoComm offered and sold stock to investors 

who were not accredited. MSJ Ex. 3 (January 25, 2013, deposition ofDefendant Roger D. Shearer 

atTr 19:12-18 and 17:5-7) 

120. Many of StratoComm's shareholders were inexperienced with investing. MSJ Ex. 

(Investigative Testimony ofDefendant Craig Danzig at Tr 135:9-14) 

121. From November 2011 through April 2010, StratoComm did not provide an offering 

memorandum to investors. MSJ Ex. 6 (Investigative Testimony of Defendant Craig Danzig at Tr 

134:19-25) 

122. As StratoComm's CEO and sole director, Shearer authorized StratoComm's stock 

sales and directed the transfer agent to issue stock certificates. MSJ Ex. 3 (January 25, 2013, 

deposition of Defendant Roger D. Shearer at Tr 14:8-15:9); MSJ Ex. 15 (StratoComm 

Admissions, No. 40 and 41) 
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CERTIFICATE OF SERVICE 

I certify that on April 4, 2013, I caused the foregoing STATEMENT OF MATERIAL 

FACTS IN SUPPORT OF THE SECURITIES AND EXCHANGE COMMISSION'S MOTION 

FOR PARTIAL SUMMARY JUDGMENT to be filed through the ECF system which will be 

served electronically upon the registered participants as identified on the Notice ofElectronic 

Filing (NEF) and to be served on counsel for Defendant Roger D. Shearer via e-mail addressed to 

esjones@esj law .com, bessetca@esjlaw.com, knoxja(a),esj law .com, sangerki@esjlaw.com and 

counsel for Defendant StratoComm Corporation via e-mail addressed to 

BHill@dreyerboyajian.com and by U.S. Mail, first-class postage prepaid as addressed below, and 

on Defendant Craig Danzig, prose, via e-mail addressed to and by U.S. 

Mail, first-class postage prepaid, addressed to: 

Craig Danzig 

Boca Raton, FL 

E. Stewart Jones, Jr., Esq. E. Stewart Jones, PLLC 

Troy, NY 

Benjamin Hill 
Dreyer Boyajian LLP 

Albany, New York 

Isl Jane M.E. Peterson 
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2 MS·. LEETE: Ori the rec0<d a~ 16:09, Tucsilay; 

WITNESSES EXAMINATION 3 ·septcmbcr2t. 2010. 

Cnug Danzig 

EXHIBITS: DESCRIPTION 

·s 4 Please raise your right hand. 

S wkrcupon. 

IDENTIFIED 6 CR.AfG.OANZ!G 

7 was called as a witness and, having been fi~t duly sworn. 

8 was examined.and testified as follows: 

9 MS. LEETE: State and si)ell your namc•.plca.s.e. · 

1.0 .THE WIT-NESS: My name is Cr.Ug 15.Ulrig, C;<'-a-i-g. _ 
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l it wasn't approved but I went out and - it was in Tampa. and 1 

2 l went out in my boat and helped people that were broken dew 1 2· 

3 orship~ked. I did search and rescue sometimes 3 

4 voluntarily. 4 

5 Q So you were living in Florida? 5 

6 A Living in Tampa. And I was just taking off and 6 

7 relaxing. 7 

8 Q Did you have any involvement with any 8 

9 brokcr-dulers during that time! 9 

10 A No. 10 

11 Q Did yon bve :any involvement with 2ny publicly 11 

12 tr.>ded comp:u•ics - 12 

13 A No. StratoComm is the first and only company, with 13 

14 the exception ofwhen I worlced as a stockbroker doing lPOs. 14 

15 Sl:r.!toComm is !he only publicly traded company that I've evci . 15 

16 worl<.ed for. 16 

11 Q So Efoora Was not publicly tnded? ·17 

18 A No. • They didn't make it to the public market. · 18 

19 Q How did you lim meet Roger Shearer? 19 

20 A I met Roger in 1997. '98. 20 

21 Q How did yon meet him'! 21 

22 A Through a promoter named David Howe. 22 

23 Q Spdl that please. 23 

24 A David and Howe. H-o-w-e. David is a Aorida stock 24 

25 promoter and tnlmpetea. He's a pretty nice guy. 25 
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l Q Okay. Aud bow did it come about tlut yon mer 

2 Roger? 

3 A I had met David, and I was consulting for First 

4 West, and we wen: looking for product, and he had showed m< 

s Sky Station International at the time. And I was actually 

6 impressed with the company. I thought the technology was 

7 great and I was a big fan ofGeneral Haig. 

8 Q Did yon do any work for Sky Station ln1ern2tional? 

9 A Me personally, no. I had met Alex, Jr. I had 

10 dinner with him in·Washingtori a couple of times. That was 

11: about it: Nil:e man.. 

12 Q Did you ever do any work for U.S. Afria Ventures? 

13 A Yeah, O.S. Africa Ventures is StratoComm. 

14 Q Describe what you did for U.S. -Africa Ventures wbe 

15 it W3S still U.S. Africa Ventures. 

16 A. Well, my relationship with U.S. Africa Ventures is 

17 indirc:<:t, because I never billed them. I never got paid by 

18 them._ I got paid by FtrSt West who I did all !he consulting 

1,9 for. So my relationship was just consulting, but I was never 

20 given any type of restirution - excuse my word - or any 

21 type ofpay or consulting fees through U.S. Africa Ventures. 

22 Q Who runs First West? 

23 A Richard Linz ran First WesL 

24 Q L-i-n-z? ­
25 A Ycs. He was the manager. My job was to help set 
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up the company. do all the consulting foe them and they 

didn~ know much, so l did al! that work for them. 

Q Okay. So yon met Roger Sh"2cer in 1997. Bnt you 

didn'tj<>in-

A It could be early 1998.. I don't remember right 

now. 

Q Ok:ay. Approxi.,,,.tely is rtae. 
Then when did yoa xtn.ally join StntoComm? 

A 2007. 

Q Ok:ay. Wll:at W2S your nbtionsbip with Roger 

Shearer between -1 nali:ud it's :a decade we're talkiag 

:about, but during th<>Se yean, wh:at w;is your rcbtiouship 

with Roger Shearer? 

A Embattled. 

Q Emb2ttled? Oby. Muse ebbor-.atc. 

A Roger and [go bade a long time. I've known him a 

long time. I disagreed with a 1<>1 of thing! that he h:ad done 

and I agreed with :a lot of things he bad done. So chedc. 

points. constantly choclc points. Some answered, some not 

answered. 

Q Okay. And were you doing :any work witlo .Mr. Shearer 

from 1997 :approrlm:itely through to 2007? 

A Nothing. l had no relationships with any ofhis 

·companies. 

Q Oby. ~d bow did it come :about lbat you joined 
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StratoComtn in 2007? 

A Well. Efoora was no longer operating. and I was 

very concerned. I was looking foe worl<, and Roger always 

kept - you know, hello and hello/goodbye. And he called me 

up and said he wanted to get StratoComm back on irs fecL 

And I said, "Well. if you get rid ofall these guys that you 

have out there raising money,and let me do it solely myself 

and give me the authority, and 111 come back to work foe 

you." 

Q And did he:agree? · 

A Yes. 

Q When you.referred to ~..n these guys.raising 

money," who are yo• tslking about? 

A He just-had certain peopleout there that! .didn't ­

even know. I <\idn't want one. shareholder W?nting from me an 

another. r wanted it to be continuous. I txy to ·be 

autonomous that way. 

Q Okay. So when did you become a full-time ernploye 

ofStratoComm~ 

-A The end of the summer.July- oh, excuse me. 2007, 

at around, you know, August, September, October. I .don't 

have those records in front of me but I did get.paid a salary 

in 2007, so I'd have to go to ¢c tax returns, but· I believe 

it was about four months I was there. 

Q Okay. What was your salary when you joined 

.-. 
} 

12 {Pages 42 to 45) 
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1 Str.1toComm? l respousibilities? 

2 A The salaiy was $15,000 a month is what it comes out 2 A Raising money. was one of my n::sponsibilities. 

3 to. 3 Media relations, tck:communications. all investor relations. 

4 Q SlS,000 a month? 4 coordinating the offices, called *office managemi:nt, •ifyou 

5 A A month, right 5 want to say that. Training ofrtteptionists, everything 

6 Q Has that been your salary the whole time? 6 execpt my responsibilities were not ­ as far as financing. I 

.7 A Yes. With discretionary boouses depending on my 7 was raising the money. I was alwa)'s inquiring about where 

8 performance. 8 the money W3S.going. how it was going. and our use of 

9 Q Have you ever received a disa-etion:iry bonus? 9 proceeds and where that was gojng. 

10 A Oh.yes. 10 Until just recently. Ray Lasley and Rob Phillips has 

11 Q Okay. Please describe ~baL 11 started informing !TIC where all the money is going. 

12 A A discretionary bonuses is based on the peffonnance 12 Q Oby. When you say "mc:dia rel:ations," ­

13 ofhow much ·money I raised. _We were.very cautious not to 13 A Dealing with all the stoc)<. promoters which had 

14 consider it a commission. ·so it was not as a base salary, and 14 issues for us, the stoclc promoters, advertisers. stockbrokc,-s 

15 we based it oi:i him putting aside certain fuOOs so I can get 15 .ifthey call in.. I've made no l'f"CSC!'tatioru to any banks or 

16 paid, which not always was-the casC. It was a S5090 b3sc 16 institutions as fur as aey private pla=nents for that 

17 salaiy every two.~ with a S2500 bonus. Tb3t iS now· l7. matter. But it was just ­

18 since changed. Rob has asked me to take a salary cut to 18 Q You bvc oot done that? 

19 $5000, and I've agreed. 19 A No. Just an accumulation ofvarious duties.. 

20 

21 

22 

23 

Q 

A 

Q 
A 

So it's SS-000 every two weeks of salary. 

Every two weeks, yes. S!0,000 a month. 

Okay. And then S2509 every two weeks? 

Yes.. 

20 

21 

22 

23 

Q Oby. 

A Mostly handling the investors. And getting out 

stock certificates, just evcrything from soup to nuts. \\'c 

were real behind in the paperwork when I got there antl wt I
24 Q Asa bonus. 24 contirlue to be. · 

25 A Di=Ction:u)r bon11$. Whether I achieved in raising 25 Q When you say "getting out stoclc certific:at~=~ 
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1 enough money and ifthe company had the !\mds to give it to 1. do yon mean? 

2 me. 2 A Well, when I sold stock to investOrs, and I've 

3 Q Okay. So that dis<;retionary boou.s - the 3 never reached to the public.. It was strictly investors of 

4 dis<:_retiou:ary part Is whetlaer you get paid or not. It's not 4 record. People that had accounts or people had bought s!oCk 

5 bow mucho the bonus Is, is that cornet? 5 . in the open marlo:t, we were delayed in sending out stock 

6 A Yes. 6 certificates just because clerically we couldn't handle it. 

7 Q And bow often did yoa rttcivc that bonus? 7 And this right now at this moment is being cleared up, to my 

8 A Intermittently. Sometimes I received it, and B knowledge, maybe !here's two or three people who have not 

9 sometimes I didn't, dep<:ndingon the functionality.ofthe 9 receiv<;d their shares. 

10 company and wheiher lh<; ""'1!F.1Y had enough~ to pay. it 10 We also have a box at !he .:.rnce, which is as big 

11" before takmg out our conn:nitrili:t!IS alid pa}-mg bills, things of 11 aS thatbox. with certificates-th.at we just can't seem to 
that~· . . . . 

12 12 find the people, so !here's a lot ofpeople that have stocks 

13 Q .Okay. When you were hired, what was your title? 13 that don't know they have stock. 

14 A Director of investor rclatioos. 14 So it's been almost virtually imposstole so we wait 

l.5 Q And did that ever ch.:mge? 15 for them to call in, and we've had some complaints,_and we 


16 A Yes.. I wanted.it changed to executive director of 16 normally get to them as soon .as we can.. 

17 institutional relations, because my job far exceeded talking 17 Q Okay. When you say - :an_d corred me if rm 


18 to investors. 18 misspeaking, I don't want to put words in your month - bu 


19 Q Okay. And when wa. that - 19 you sai<fsomething Uke "you.don't reach out to the public, 


20 A About a year ago, a year and a halfago. I don't 20 you only contact to distinct ~harehe>ldcrs.n 


21 remember the exact date, J\.fs.. Leete. 21 A Yes. 


22 Q . About a year :ago it changed to executive director 22 Q Om you ebborate ou that? 


23 ofinstitutiou;i.1- · 23 A We have a shareholder list ofapproximately - oh, 


24 A Institutional relations. 24 it's TlO pages long. It's approximately a coupleofthousand 

2·5 Q Okay. When yon j<>iued SfratoComm," wbat were you 25 people. And I was directed by Roger to only reach out to 

. 

.. 

13 (Pages 46 to 49) 
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l shareholders ofrecord and people that have existing 

2 relationships, that we wen: not to do any ~mail 

3 advertisements or - ofcomse, a halfa milli6n tombstones. 

4 So we did not reach out to the~ public. 

5 Roger was very strict about that because he'd had an issue-in 

·6 the past with thaL So I adhere to iL 

7 Q And where did the people on the 270-p2ge 

8 sh2rehofder list come Crom? 

9 A The shareholders.. The shareholders we _have 

10 in-house.. We have a da!abase and, otcourse, the transfer 

11 a~ which was Florida Atlantic Stock Transfer. And now 

12 it's Pacific Stock Transfer. 

13 Q When did that change happen? 

14 A Florida Atlantic sold about three or fuur months 

15 ago. So they just inherited ouraccounts. And they've fixed 

16 up a lot ofour issues, Pacific. And now I do have aulhority 

17 to talk to transfer agents and find out -

18 Q Yo11_s:iy you do have the 2uthority­

19 A Now.· 
20· Q When did th:lt begin? 

21 A Well, I would talk to Florida Atlantic bnt I was 

22 ne\rer -1 wasn't allowed to take any information. Just 

23 recently. I just recently got told ­

24 Q Last month ~in the 12St year? 

25 A Well, ac(ually since Rob took over. There's been 
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1 more open communications. Definitely an issue with our 

2 company. 

3 Q You referred to aa in-house datab;ue of 

4 shareholders.. 

5 A Yes. Wehave. 

6 Q To your lawwledge, is there 20ybody on that list 

7 who is not al.so on the transfer agent list? Are they 

8 different? 

9 A Everybody that owns stock on !hat list has to be on 

10 the transfi:r !'-&Cllt Jist. •They have to l?e. Then: 'wouldri't !)e 

11 any~Whythaewoutdnl~ ~less _:·I understand 

12 therc;s-a lot of-in.the <;hangc, there's a lot of­ I 

13 d-On't·want to say "mix-up," but a lotofmiscoITUDUnications 

14 ;miongst the transfer agent being .changed ~d als0, yo_u know, 

·15 in our box ofsecurities, but every ·issue,- every stoclc that 

16 was issued is issued by the transfer ageilL Ccimmon stock. 

17 Q Olaiy. Does the company have any prefer~ed stock~ 
18 A It did for .a short_period of time. And I don't ­

19 £may have sent those agreements via e-miiL Rager told me 

20 be didn't have them. And.theywcre preferred stock at an 

21 offering ofSI a share that went to a select group of 

22 shareholders. 

23_ Q About when was that? _ 

24 A ·When I~ up until around- well,'they'Ve 

25 been going o;. for. about five months. six months. And then 
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1 we'd change over to common. 

2 Q Did you have any consulting-<ype rdarionsliip with 

3 StratoComm before YoU joinedthe company full time? 

4 A No. 

5 Q I think you said you were a member of the 

6 Str.atoComm bo:.rd ofdirectors. 

7 A No, rm noL I would like to be but rm noL 

8 Q When I asked you ifyou are now or luve ever been 

9 an officer or director ofa public company ­

10 A rm a director. 

11 Q Y~ a director. 

12 A Yeah, but thedire<:ulrdoesn't mean necessarily, 

13 Ms. Leete, you're on the board ofdirectors. • 

14 Q Oh, I see.. 

15 A rm sorry. I didn't mean to nrislead you. rm 
16 sorry. 

17 Q Okay. 

18 A Well, I've been trying to get on t!M: board. 

19 Q lhve you ever been a member ofthe board of 

·20 diredon ofStratoComm? 

21 A No. But rm willing - i'm trying to very much so. 

22 Q When you s:iy yo11've been a dlrec:tor, lt's bet:!lu;~ 

23 you're the director of investor relations.. 
. 

24 A Yes. rm sony, I apologize. -
25 Q Okay. Now, since you went to work for StnatoCom1 
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1 in 1007, where have you worked? 

2 A I WOTked in the Albany offices. 

3 Q How ofteo were you there? 

4 A I was there eV<:ryday.· I wruk very long hours 

5 wherever I work. I work very long hours.. I get to work ·at 8 

6 or 9:00 in the morning. sometimes workto l 1:00 at night. 

7 When I left the offices whc:rc I am now, .and rwork l:Xtremely 

8 long hours. 

9 Q Since you nwved to Arkansas, you've been w_orking 
·-- -·· 10 out ofyour house, is that correct?. .. 

·11 A Well. irs an office that! niade in the house. -. · 

12 Ifs not my house. 

13 

14 

15 Q Now, you listed " couple of differ:ent things th:at 

1.6 you do for StratoComm, but have you.played any~role in 

17 creating any ofStratoComm's plJ}(fucts? 

18 A No. I'm vay boisterous though on the products. 

19 Q Yoa arevery boiste!'.OllS. Wbat·dp you me;in? 

20 A I would like to be more involved.- For instance, we 

21 just recently got a patent for a helium feed. On any ofthe 

22 press releases, so you all know, I have never - and irs 

·23 been part of my-what you·can it, issue with Roger-is 

24 that I .would never get to sec the press releases before they 

2s· came out, with the exception .ofone; wh~ I finally got 

14 (Pages. 50 to 53) 
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1 infonnation right oow. but we're mainly current most ofthe 
 1 

2 

3 Q Okay. I 2Sl<cd you befon: whether you h:lve aoy role 

2 time with Otl( financials and qumcrly statements. 

3 

4 iD creating Str.:itoComm's products., but could you descn"be f; r 4 

s me yoor undersbndlog or whatStratoComm's product. :arc'l s 
6 A Okay. We have three products. This is all to my 6 

7 knowledge on '!hat I have done on myown discovery. I do my 7 

8 best to do as much =rch as possible without <firection of 8 

9 the company. rm somewhat independentabout that. 9 

10 This is, to my knowledge, what we have. First we 10 

11 have an interim system. An interim system is :a, system that's 11 

12 ptit on a tower, I don't know how 11l211Y hundreds offeet in the 12 

13 sky. And the interim system was a - kt me slow down a 13 

14 little - it was a"system to prove that we had pioduct, to 14 

15 show that we had something. A proof-of-conccpr systan is 15 

16 what it was labeled as at the company. This is a system, 16 

17 again, to my knowledge, and rm pretty accur.lte this is true, 17 

18 =rding to Rob and Roger. 18 

19 We have a system up and rµnning in Camcmon.. It's 19 

20 in the Roman Capital compound. and acc<H"ding to William 20 

21 Tyler, and this was not directly - but the letter wasn't 21 

22 pointed to me, it was given to Roger saying what he's 22 

23 accomplished.. Twenty hospitals. I don't lcnow ifyou've seen 23 

24 that letter, all that. I thought that was a pretty good 24 

25 letter. 25 
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l So the system is working and operational When I 
 l 

2 came back - because we had to start paying bad: the notes.. 2 

3 When r came back. J was getting a little further- I don't 3 

4 want to go in too much detail, but this question. 4 

5 We bad the interim system, and then now that we s 
6 have an interim system, we have a licensing agreement. We 6 

7 have a license agreement with the Cameroon tel=m industry 7 

8 We have fuoqucncy allocations, and we have a tower at piesen 8 

9 that actually works.. People ac!UJ!lly using it thouih a 9 

10 little behind in billing. 10 

ll That tower we iniend to replace with a TIS system, · 11 

12 which is a transitional system. which is a tethered system, 12 

i3 which will increase the subscnl>er base substantially. 13 

14 And then the stratospheric system which is a system J,.4 

15 that is stationed - kept in an 3le3 covering about !he size 15 

16 of Texas, but that has not been approved by any aviation 16 

17 regulatory agency orother. And it's pending test flights. 17 

18 What I know about the stratospheric system is what 18 

19 l read in the research reports. rin honestly a little ·more 19 

20 focused on the tethered system. 20 

21 Q Okay. When you say "research reports,"·what are 21 

22 you referring to? 22 

23 A Well, thac was a research report independently 23 

24 done by Crystal Rescan:h. And that descn"bed that 24 

25 technology, and I've used that as a base somewhat, although I 25 ,. .. 
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don't completely agree with the report. I did not have 

anything to do with the report other than - in tact, my name 

wasn't even on the report as director ofinvestoqclations. 

Just five minutes before it went to print, I complained !o 

Roger, "Why isn't my name on this rcsean:h report?• 

Q Five mioutes before you ·complained why was it in 

there or why is it not in there? 

A Well, when I got the research report sent 

electronically and I read it, my name wasn't on it as 

directer of instin.itional relations, and I kind offlipped 
out. I said. "Why isn't my name on heic? I'm involved and I 

helped you." And in the last minute they put it on. And 

it's always been an ongoing issui; with me and Roger. 

Q Oby. Bl!Ck to StratoComm's products. 

The tethered JyStem, is that :also kaown as the 

telecommunicatiom tn>nsltion:al system, or-TI'S? 

A Yes. 

Q Okay. And bas StratoComm aciu:ally built one or. 

those? 

A No. 

Q What has StratoComm done In connection lrith Ura 

A To my lcnowledge again; rm not involved entirely 

too much with this other than what· I'm told. We have 

supplied a purchase order to the Oep3rtmcnt ofArmy. the 

Department ofNavy, ILS, ro purchase an aerostat in ihc 
• 
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Huntsville and the Redstone Arsenal located in Huntsville. 

I'm not sure ifthat contract is still in effect. N9hodY's 

told me. I've asked. It was for Sl.8 million to purchase 

the aerostat and to have it shipped ovet to Caiµeroon to 

replace the interim system, whlch is something we're 

desperately nying to do right now. 

Q Okay. And wh2t about the str:ltospheric system. 

You said th:at•s not approved or anything. 

A It bas only test flights. Wei!- we bad a 

relationship with Lockheed Martin for a short time. AD<l. 

again, only what I read from p=s releases Wd Lockheed an 

Sr:ratoComm wcte supposed to jointly - had a j>mduct · 

agreement which was ro deve!Op sti:aiospheric test fiighls. 

And rdon't know why ihar contract went...: according to 

Roger, we canceled the contract, but ['ve never been able to 

verify that. 

Q Okay. Has StratoComm designed a stratiispheric 

system? 

A Well, we have intellectual property: We liave­

actually nobody has evet put an airship 65,000.feet.-to my 

knowledge. Maybe military. I don't know. But nobody has· 

ever put an airship 65,000 feet to shoot a signal [t's 

nev~ happened. We are i:iying to be the first. Bu~ again, 

Rob Phillips and I are focused now strictly on TIS to get 

that system up and running and create the value for the 

17 (Pages 62 to 65) 
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1 main shan::holdcrs, the people that we sold restricted stock 1 

2 to. Some others that could buyposstl>ly. 2 

3 Q Olcay. 3 

4 A I'm not sayingjust about everybody. but I used it 4 

5 as a selling tool. 5 

6 Q And when you say "ttsed it :as a selling tool," can 6 

7 you describe th:at :a little bit more? 7 

a A rused it to talk about it, to describe our 8 

9 company, and the legitimacy ofour company, wha~ we have. 9 

10. W3S an indepeiidcnt r=Zch repent .Im.not aware ofhow 10 

·11 mucli it cost us; a!tliougb it's :about$60,000,or some stock. 11 

12 With this report,. I had no input whatsoevi:T from ·12 

13 the beginning oftime until now. 13 

14 Q Ok.:ay. When yon say it's an "ind~dent rese:arclt 14 

15 report,." what do you mean? 15 

16 A ~dentmeans that they made their own opinion. 16 

17 Q They made their own opinion? 17 

18 A Oh, yeah, yeah. Ifyou read - I believe -yes, 18 

19 ifyou rea4 the last page, Ms. Leete - 19 

20 Q Okay. 20 

21 A lt's·on ltem-58. 21 

22 Q Okay. 22 

23 A "Legai notes and disclosures." . · 23 

24 Q Yes. 2 4 

25 A "This report has been prepared by Str:!toComm or the 2 5 

Page 76 

company with the assistance ofCrystal Research. Based on 

the compensation ofcash. it was S40.000, and 300,000 

warrants for =vices or trade - and printing costs." 

Q So how is that independent? 

A Somewhere it says - soroewhc= in this report, I 

don't recall where, but it says that - it's prc:parcd by 

StratoComm with the assistance. but "has not independently 

verified such information." .I misstated that, rm sorry. 

Q Ok2y. 

A But rwas told by Roger, again, that this was a 

non-biased report. 

Q Olay. 

A And to my knowledge ­

Q It was a non-biased rq>ort? 

A Oh. yeah. There's a lot ofrisldactors in this. 

Some things that, you know, some investors don't like to see 

The costs are in here such as - bas passed with the Attorney 

General and .the SEC. 

They put all the risk factors in. I thought the 

report was rather aci:uratc. Except ­

Q Olay. You :are pointing to Exhibit 53.. 

Now, you've t:alked about 58? Do you recognize 

Exhibit SJ? 

A This is a bard question to answer. Evezything here 

I recognize because I read it in other reports, but the only _ 

Page 74 

l Q l d<>11't know. You tell me. 

2 A lmean­

3 Q You :also b:ave before you Exhibit No. 58.. 

4 - A Yeah. It's very comparable, but they're ­ Item 58 

5 I've scai. 

6 Q Oby. When did yo11 see Item 58? 

7 A Three d:ays before it was printed. 

8 Q And is this the rescarclt report that yon refen-cd 

9 to a little while :ago? 

10 A Yes. 

11 Q Olcay. lhve you evu- give<a a copy of Exhibit SS. 

12 the research report,. to Str.lloComm inYCstors? 

13 A Yes. 

H Q Okay. How otttn? 

15 A All togetha 20 limes, at the iriost. 
16 Q Olay. And­

17 A Excuse me, I'm sony. Sony. I referred them to 

18 the site. 

19 Q You referred them to the -

20 A To the site, yeah: l would never actually­

21 Q To the Crysbl ~rcb website. 

22 A Yeah. 

23 Q Okay. Out yon think ofspecific lnsbnces in which 

24 you've done that? 

25 A Eric Riclµnond, Dr. Bardelas, Dr. Kim. It's not the 
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time [eversaw any information without my name on it as a 

director ofthe company, was the draft ofthe research 

report, which originally I thought this was jtist by looking 

at it, because it seemed to be comparable. 

Q Olay. 

A This apparently was-I don't know who-wrote this.· 

I guess this came from 1 guess Rogerand the tcchIDcal 

officers. But I had no ­

Q Roger and who? 

A l'msony. I mwnl!lea liUle bit. Teeiiiiiiiat 
offi=... ·1 did not write anything in this report. No, [ 

didn't write anything in this rep<irt, other than"read them, 

and rm sure abetrerWord, go ballistic, because my name 

wasn't listed as a director. 

Q Olay. On Exhibit 53;.'13ve you ever seen parts ·or 

that document in other forms? 

A More than lil:ely, yes. 

Q Okay. C.an you describe that ­

A · We have like a snapshot brochure, so [guess some · 

ofthat is ·from here. A PowerPoint presentation. ·rm not 

really - I don't think I've eversent anybody really a 

PowerPoint presentation, I dqn't believe in them. it's 

useless. And they are propaganda tools. fye seen bits and_ 

pieces ofthis in letters. 

No, I've never seen this d~enl 

20 (Pages 74 to 77) 



 

Case 1:11-cv-01188-TJM-CFH Document 25-9 Filed 04/04/13 Page 9 of 16 

Page 78 

l Q Whcu you refer to a "snapshot brochure." l 

2 A Yes. 2 

3 Q Wb2r is th:u? Cau you describe th2t? 3 

4 A Yeah. It's OllC page, a one page.like "slick" that 4 

5 we have on th<: Company. I hate to ~ that word. But it's a 5 

6 one-page like snap brochure it's called. Back and forth in 6 

7 color and legible, and- 7 

8 Q He:avy paper, color, that kind of thing? 8 

9 A Yeah. I just have it electronically. I barely usc 9 

10 iL 10 

11 Q You b2rdy use it? 11 

12 A I ban:ly usc iL When I sold stock and when I sell 12 

13 stock, I would l1SUally refer~ to rcscarch tepo<ts ?"the l3 

H website. I wasn't too - and then I WOll!d give them whatever 14 

15 internal infonnation ·I w:os allowed to send. 15 

16 Q Oby. When you s:.y "lntenial iaformatloo," wh:it d< 16 

17 you.mu? 17 

18 A Copies oflcttas, things ofthat nalllrc, the 18 

19 ·non-disclosure agreements and. things of that nature.. So I 19 

20 didn't - when I tallccd to people, I really didn't have to 20 

21 send 100 much infonmtion. I would just tallc to~· And 21 

22 these :ue clicnts I've had for 15,.20 years. So they trust 22 

2.3 me. 23 

24 Q Okay. You an set :uide Exbibib 58 and 53. 24 

25 11lE WITNESS: Could I ask you a question? Do you 25 
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1 know what this is? Have you seen this before? 1 

2 .MS. LEETE: I can\ answer that question, Mr. 2 

3 Dan.tl~ 3 

4 MR. MERK.IN: I can'tanswer that question. 4 

5 I can't wrii.: on any of these things, righ.t? 5 

6 MS. LEETE: RighL Please don't. Please don'L 6 

7 THE WITNESS: I won'L 7 

8 BY MS. LEETE: 8 

9 Q Okay. Mr. Danzig, have you persomlly ever owned 9 

10 any StnitoComm.m>:ck? 10 

ll· A .Yes. 11 

i2 Q· When? 12 

13. A I~ !"i;\'.ql·~~'~!lionshares Do::ember..:.on or 13 

14 around December 16,2009. 14 

15 Q Oloiy, A.nd what did yon <lo with those shares? ·15 

16 A I personally·havc.575,000 shares left. 16. 

17 Q Okay. 17 

18 A I did an equity swap, which means during my course, 18 

19 · when I was gone, and I reseaiched this to the best ofmy 19 

20 knowledge to make sl!rtdt was legal. When I V:...S gone, I . 20 

21 .needed rnQ.ney. The company was not paying me. I equity 21 

22 swapped- 22 

23 Aie you aware ofwhat an equity swap is? 23 

2 4 Q No, please expl:ain. 24 

25 A An equity~ is when you take fi=..trading - 25 
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when you take restricted shares and you swap them with 

somebody for free.trading shares. 

Charles A who is a client ofmine for a very 

long time and a close friend. swapped me 125,000 sh.ates for 

100,000 shares. Which I sold and reported - we11 get ioto. 

that io a second - and I reported to you and to StratoComm 

that I sold !hem fur around $10,000. 

Q When? 

A 11lrougbout June 9th to July, on my leave of 

abSe!1ce. from June 9th to July 15th. 

I bad a problem with that though. Just recently I 

·found out that when we sell. when an insider ot a director 

sells shares - l'Ve been going tf1oogh quite tirade with the 

SEC with EDGARS online. and I have the proofhere.. { hav 

been trying to file this - Form 4? 

Q Form4. 

A And no disrespect to the SEC, but I've gotten to 

pass codes, and Frii:lay I had it all ready, all written doWD, 

aod [ got timed ouL So [ have my pass code, and I've got Ill) 

ClK. codes. But the SEC has yet to have it That's what I'm 

going to do tomorrow, more than likely. I tried - I really. 

ttied to get it done Friday because I realized I may have an 

issue with tbaL 

Q You produud tn us a form with a handwritten 

filled-out report. 

Pag;;i Si 

A Yes. 

Q Yes, you rud. Yon did. 

A I have bet:n trying ­

Q ls that the fonn you've~ trying to file? 

A Yea~ Actuallyl'lldoittomorrowortodayifl 

get out in time. I want to go sec if! can resolve that, 

because I still can't file iL Irs driving me crazy. 

Q Oluy. Now, yoo say yon s-.>pped With Mr. Atlcins. 

Was it 125,000 ofyour rcstricte<I shares for his 

100,000 ofhis frcc-tradiug sh>lres? 

A Yes. 

Q Oluy. Aod iio'w did you :accomplish that? 

A I wroie him a Jetta-. He transfeITcd the sh:n-es to 

me through the transfer agent, and I transferred shares to 

him through a transfer agenL 

Q Did you exchange :any ca.sh with Mr. A ? 

A Oh, no. I've never exchanged cash with any 

clients.. 

·Q It was jost the shares.. 

A Yes. I have never done anything like th:i.L 

Q And when you got the free-trading shares, where die 

y<>u deposit them? 

A Into my R:'ymond James ru:counL 

Q An!! you sold them through your R.2ymond Jameoi.. 

account. 

' 
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1 Let me go a step further hen:., Ms. Leeu:. l A Yes. 

2 All this hete. I've never seen this. This is to 2 Q Do.,; :uiyOOdy ch<> use th.at e-m:ail account oth~ 

3 the COmp3IlY. No. 3 th:myoa? · 

4 Q You can set that aside, Mr. Dan:zig. 4 A !(s bcc:n - th3t's the reason why I don't use it 

5 A This I definitely did not sec. because all 5 sometimes. h's bcc:n somebody ­ f don't lc:now who, the 

6 documents ­ this is opening the office in Geneva. This is 6 administrator ot Roger- has ;oc<:CSS IO the c-riwl :a<count. 

7 the first time. I've never seen this. 7 Q Olay. 

8 Was I supposed to have received this from the SEC? 8 A They have access. So there have been times rvc 
9 Q Well, we sent it to the company. And then it'3 up 9 gone to my mailbox md my m:ul hasbeen opened without me 

10 to the company to comp!y with the subJ>O"D2, howenr, the 10 opening it. 

11 company does. 11 Q Olay. 

12 A Okay. Yeah, I'm reading all the stuffabout 12 A And the olhcr reason Why it's which 

13 baclcbone, telecommunications - the first time I've ever seen 13 I al~ys- just so you know. ~ 1got e.uuils into 

14 this. 14 StratoComm.nel._evctythingde&ulted to so if 

15 Q Oby. So IC.kc it from your :answu that you_ did 15 it came «> CDanicl. it went to Bu1 I didn't 

16 not putidpate in any sean:li for document3 responsive to 16 w:int anybody going through my c-ma;1s. 
17 tbatsnbpoens. 17 Q · Oluy. So 2D)'thlng scnl to CD:mzig@Str:aloC0tnm.net 

18 A Absolutely zero. 18 g:ot autonutlt.:ally fonvanled to 

19 Q Okay. 19 A Copial. 

20 (SEC Exhibit No. 70 WllS m2rked Cor 20 Q Copi<d lo 

21 identification.) 21 A Uh-huh. 

22 

23 

24 

MS. LEETE: Mr. Danzig. 1am handing you a documcn 

that the Court Rcport<:r has just marked as Exhibit No. 70. 

BY MS. LEETE: 

22 

23 

2~ 

Q Oluy. And you say th2t 011 some lltt\lSlom, you 

would go into your tri.box al CD:lllZlg@Slr:aloComm.n•t and '°"'] 
m~ had beea read th2I you had not readl 

25 Q lfyou'IJ.take a moment ""d look ova that please. 25 A Somctlmes. I didn't go into the account too mucli. 

l?age.103 

1 A Oby. July 8. 2009. 1 

2 Q Exhibit No. 70 is a seveu-p:age doculMllt. The first 2 

3 page is an e-m:iil from Rogu Shearer sent Wednesday,.Ju!y ! 3 

4 2009, at 10:21 a.m. to CDan:zig@Str.itoComm.net. The secon ~ 4 

5 page is a letterchted Joly 7, 20-09. Then there's sever.al 5 

6 pages listing names 2Jld addresses. The last page has "Total , 6 

7 listed, 6,083,100 shares tl:>bL • That's ou the last p:age. 7 

B Have you had a moment to look over Exhibit 70, Mr. B 

9 Danzig? 9 

10 A Yes: 10 

11 Q Do_you recognb:e It? 11 

12 A Yes. It's been awhile. 12 

13 Q Ololy. What isif? · 13 

14 A It's a letter frotn Roger, copied to me, telling me 14 

15 exxtly who w:as getting. shares delivered to.them that were .15 

16 purehased. l.6 

17 Q Okay. 17 

18 A I n:membe:r it but ifs not that·- 18 

19 ·Q Ok2y. Let'sgobacktothefirstpageofthe 19 

:io. exhibit for a mlnute. 20 

21 A Okay. 21 

·22 Q I neglected to say before it's got my oaim at the 22 

~ 3 top beeause I printed It- Crom the e-~ils that yo<1 produced. 23 

2 4 The address there "CDanzig@Str;toComm.net." 2 4 

·25 Is that you? 25 

Page lOS 

Q Do you kaow wbo bas :aca:s$? 

A Roger and whoever the administrator w:as.at the 

time. Office managCrs. 

Q Oluy. Would th:.t !><:Kim Van Wormer? 

A Y cs, she has= but any time she's a==! the 

account,. I gave her permission. So when we were doing the 

=rch for you. I was having so many difficulties, so l gave 

. her my pass code and I allowed her to. 

Q Alld how do you know th:it Rogu Shearer b:as :access' 
A He's the adminiStrator. 

Q Ob. he's the-okay. 

A OfNetworlc Solutions. 

Q The admlnirtr.itor in the 5ellse of like computer 

administrator. 

A Oh, he's the.boss, so he's in charge·ofall pass 

codes and stufflike that. 

Q All rigbt. !'low, turning to the next page here. 

The .letter dated July 7, 2009. 

Have you seea that before'.? 

A I remember it I don't remember it in detail Of 

course I've seen it I don't remember reading it.·But I 

read it but I don't remember ­

Q Okay. And then the gro1tp of names and a<fdressts 

rISted 011 the next several pages. 

A- Right 

'· 
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l Q Ok:ay. When you say ftshares tbi>t he rontroUed." l is one ofmy angry letters. Upsetting letters.so I got very 

2 wb2t :anoyou referring to? 2 personal there. I apo!ogi+e to the Commission. lli='s some 

3 A He W3S referring to Priority Access shares. 3 stuffhere that probably misn't appropriate. But olo>Y­

4 Q Priority Access sb:an:s. 4 Q Olay. Exhibit No. 71 is 2 five-p:age do1:>>1•""1t. The 

5 A And for the recotd. Priority Access. I don't have 5 fast page is ::an e-nuil from Roger She:trer kl>t f"rid:ay, 

6 anything to do with Priority Access. 6 September 18, 20119, at 12:48 p.m., to Again., 

7 Q Okay. 7 printed with my n2mc at the top because I prin~ it from the 

B A Other ~ he; told me that the shares were being 8 e-mails th::at you produced.. 

9 sold. They would be dircctcd. They-were shares that he 9 So, Mr. Dal12ig, is you? 

10 controlled in Priority Access. I have never collected any l 0 A Yes.. 

11 money from Priority Access. I didn't get involved in 11 Q And is lbu:addressed tt 

12 Priority Access. 12 A Yes. 

13 Q You've never colle<:ted 211y money from Priority 13 Q Asd does anyone els<: ha,ve aeass to th:at e-uun 
14 ACCt:SS? 14 2tt0unt? 

15 A For Priority Accc:Ss 15 A No. 

16 Q For Priority Aa:eu. 16 Q Oby. Then: are :aCOt1pleo~e-1112ils la the cbalq 

17 A I had nothing to do with Priority Access period. l 7 here. Wb::at I w:onkd to :askyou :about wu, oa i>J'l:t! 3 Of th<o 

18 .Q Okay. Did you eversdtsb:ares that were-sdl 18 o-mall, the last panagr:apb, the ru-st suteaa: says, "There 

19 StntoComm shllres tl"'t wen owned by Priority Access to 19 wu value creaUd by w:ay of IS(C)ll l wbic:b you implemeuted. 

20 investors? · 20 What does that refer to? 

21 A The answer to that question is I don't know. 21 A J5(C)21 l is when you merge a stock. your s!ocl<, 

22 Q Oluy. What do you mean? 22 common stock. they make it available for trading <>ti the pink 

23 A ldon'tknow. ldon'tlcnowwhcreRogcrwouldtake 23 sheets. It was "'gistered properly. Eveiytbing wa.. done 

24 the shares from. He would say ­ maybe on one or two 2 4 righL The reason why he did a pink sheet listing 1:<$S for 

2·5 contractS, I can't recall which ones. but I'm sure there's 25 credibility pmpo=, lo show they were a ttal company and 

-~ 

Page 111 page 113 I+. 

l one or two contracts that say "These shares arc coming from l actually created some liquidity, some 'V31ue for the 

2 Priority Access.~ But I was never really told where they 2 shareholder. 

3 were corning from. It's been .somewhat ofa dispute where the 3 To my knowledge, a I S{C), and I don't renietnber the 

4 shares arc coming from, Priority Access or the treasury of 4 people who did it down in Florida, but I have spol<:cn ro them 

5 the company. 5 several times. All the paper was done, so that I believe was 

6 Q So you woald ~ell the shares 2nd then Roger would 6 done propaly. 

7 decide where the sh2res are roming from, is th2t correct? 7 Q Ok:ay. Well, yon said a merger in thenosomewhere? 

B A Absolutely. 8 A I don't know the whole delmition o(a l5(C). 

9 Q Okay. You can set th2t :aside. 9 11!E WITNESS: Do you un<ktstand 15(C)1.ll? In a 

10 (SEC Exhibit No. 71 was marked for 10 mergc:-, what you-do is ­

11 identification.) 11 BY MS. LEETE: 

12 MS. LEETE: Mr. Danzig, I am handing you what's 12 Q You can assume that he does, but be doesn't need to 

13 been marked as Exhibit No. 71. 13 answer.. 

14 BY MS.LEETE: 14 A Okay. Well, a 15{C)211, ro my knowledge. is when 

15 Q Ifyou'll take 2 moment and look over that. 15 you ­ for lack ofa better word ­ register the stOcJc to ­

16 A Can I have a minute IO read it? 16 not register, but you are able to sell the stoc.k on the open 

17 Q Of course. Take :all th<! time you nt:ed. 17 market. 

l B A This is more ofa persona! letter, but okay. 18 And that was something that he had been planning 

19 A Okay. 19 for awhile, but we had no idea what price it was going to 

20 Q It's a pretty long e-m;iil, Mr._ Danzig. My 20 open·up at, or what price it was going to go at. 

21 questions are going to be at the bottom of page 3. It m:o.y 21 Q Were you Involved in thedecision to list 

22 cany over to page 4. 22 StratoComm 011 the pink sheets? 

23 A May I read it? 23 k Absolutely noL - -- · 

24 Q Yes, go right ahead and take all the time you need. 24 Q Okay. Do yoa know when StratoComm rtarted on th• 

2 5 A I'm rather angry with this letter obviously. This 2 5 pink sheets? 
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A A year and a halfago, two year.; ago. 

Q Thef.aRof:ZOO?? 

A I .guess so. l don't rcmcmba what it is.. Honestly 

I don't recall the exact date. Approximacely two years. 

Q Oby. Youmatiaueacoupleoheotenusdowa 

then, it says, ftl didn't do all that bad going back to a 

shareholder llst that was dead for years :tDd pouoded by Rkl 

2DdSt1Ln 

What does that rtler IO'! 

A We h2d a shan:holder list. Everybody was extremely 

disappointed with StratoComm when I got baclc there in 2007. 

We arc not allowed to solicit the open public.. We arc not 

allowed to send e-mails ouL The only persons that ooukl 

provide us with a source offunds !hat kept the company 

rcgcncratcd. b<lclc going. which is what I wanted to do. was to 

go to thecxistingsharcholderliSL 

The edsting sh:ueholder list- excuse me so much 

fursomcof!'ic langwigc in here-okay, !did have two 

glasses ofwine before I wrote this. So !feeta little 

guuty there. But what I meant by "ruch and Stu" - Rich and 

Stu were two former stockbrolccrs that had worlced for Roger 

di=:tly, and that I had consulted for. Richard Linz and Stu 

Miller. Very bad guys. And lhcy took the shareholder list 

from SlratoComm and thcy, for lade ofbetter words. 

prostituted all over the place. 

Page 115 

Why ! left Roger in ­

Q What do you mc:an by tbat'! 

A Theyjust took it and sold th<:m anything they could 

sell them. I uodcr.stand they- I don't know what issU<:S 

they have, but they were very - they mistreated Roger, and 

very unfair to StratoComm. 

Q You mean they sold other S«Urities or Str.itoComm 

securities'! 

A. They took the StratoComm I'msure.. I don't know. 

When l.got there,. they weren't domganything: What they did 

with Roger between 2000 and 2004, I don't know all the 

stories, but I Jcnow that they had access to our shareholder 

liSL Whcii·they left Roger, thcy t00lc the shareholder list 

31)d would sell them anything they could sell. 

Q Olay. 

A When I left Roger, I gave him a commitment that I 

wouldn't call any shareholders ofhis. I wouldn't and I 

never did. I dldn't bother anybody. !didn't bring them to 

:any dcils; I played by the rules. 

When I came back, the 15{C)21 l provided some source 

ofliquidity foc some sh:=holders, and I harl never told any 

shareholders to sell stock or buy stock, That's their 

de<:ision. I wouldn't tell them to sell their stocks to buy -

StratoCommstock. My projections were it could go up, it 
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-pounding.• what it means here, Rich. and Stu tOOlc that 

shareholder list and they just annihilated it. 

And, ofrowse, I stopped that. but contacting 

people. it was a battle fur StratoComm. Basically - I 

didn't say this at the time, because they were just 

obliterating the stock. 

Q Yoo said. "When I came blick to StratoComm." 

From where'! 

A Well, I consulted tor U.S, African Ventures. 

Q Early in the decade. 

A Yeah. And wh<:n l came back, l came back and - I 

camC: back for the purposes of- I believed in Roger. ( 

believe in - 1still believe in the !echnology .• 

As you know. thcn:'s ~a change in managemenL 

I'm not being sour on Roger. fl just sOrt ~fkind of 

happened. 

· Q Over on P2CC 4 or Exhiblt No. 71. tile third and 

fourth sentesces. "l'ra calUag evuybody in Philly aod 

reaching out. The doctor sot1nded very enthusbstic to "Y 

tbe Inst." What does that refer to? 

A Olcay. This is a good question. Dr. K as yoo 

know, is a big investor in the company. And he's a real 

great guy. He's someone t contact to label him as the savior 

ofStratoComm. 

Eric R who was a sharchofder I've known 
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since 1998. When I got back into the picture, Eric was 

ecstatic, and said, •Oh, thank God you're back.• "Do )'OU 

know anybody I could iecommend?" and he recommend Robe 

C and then Robert C recommended Dr. K in Ne 
Jersey. 

l met with .Dr. K He was awfully credil>le, 

· extremely intelligcnL And he's been very, very, very 

helpful with !>tratoCommand where it iHight now. He calls 

me everyday. 

Q Okay. This time here-let's Stt., th~ e:mail is 

September 18,2009. Is that when yon fkst 1t12de mobct 

with - on or about-

A Lace summer. 

Q Late summer 20-09'! 

A Yes. 

Q You first made rontact with Mr. K 

A 1\.e known him just about a year, yes. 

Q Okay. You can set thlataside. 

(SEC Exhibit No. 72 ~marked for 

identification.) 

MS. LEETE: Okay.. Mr. Danzig. I am handing you a 

document that's been marked ·as Exhibit No. 72. 

. BY MS. LEETE: 

Q ff you'll take a moment and look at thllt. 

25 might go up, it would hOpefully go up. But as far·as 25 A This was approximately~ year ago.....,,____________________________________.:.: 

30 (Pages 114 to 117) 
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l Q Yes,yooC2ll>el~l::tSide. 


2 (SEC Exhibit No. 74 w:as anrked ror 


3 ideutifieotioo.) 


4 MS. LEETE: Mr. Danzig. I am lwl<fing you a document 


5 the Coun Reporter has marlccd as Exhibit 74. 


6 BY MS. LEETE: 


7 · Q Take a moimat and look aver th2L 


8 A Olcoy. 


9 Q Mr. Dawi:. have you had au opportunity to look 


10 over KxhibitNo... 74? 

1l A Yes. 

12 Q Do yoo recognize it? 

13 A Yes. 

14. Q J should ~y it's a oM-P3ge exbibit, my n:ame ;it 


15 the·top, from Roger Sbe:arer, sent Thornhy. November S. 2005 


16 at 1:48 p.m., to Kee H:askim ud Crllig Danzig. 


l7 Oby. Wbat is it? 


18 A h's a leuer Slating that be was having problems 


19 getting the stocJc to trade. 


20 Q Oksy. Wbo b Kb! HaslciDS? 
. 
21 A Kee Haskins was a stoclcbrolctr who was i=ommcndcd 

22 to me by Ow\<$ A , who we called "Charles Pink." He's 

23 a very good friend and a good client ofmine. 

24 Q rm sorry. You called Cb:uies A "Charles 

25 Plilk"? 
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1 A Yes. No, we call him "Pink.• 

2 Q Ob, you C2ll him "Pink." Olay. 

3 A . I've been to 

4 his house. I've methis funily. Had the pleasure to golf 

. 5 with him. 

6 He was introduced to us.. He didn't really do 

7 anything for us. He couldn't get it done. but he was 

8 frustrated, a.ud he was trying to have stocks that were free 

.9 trading put into Scottrade. The problem that he was having.; 

10 JiJa: a lotofotheF companies right now with the SEC- I · 

lJ .· :dOn'tknow ifyoo'rc f.miiliarwith this.:.. has passed a 

12 ·ruling ihat.the pink sheet co_mpanies have to - needed more 

13 · papeiWJ)rkofwhere the stock.bad come from. 

·14 I was !old there was a lawsuit between pink sheets 

15 and the SEC over this sruff Have not verified that. But 

16 · there are a lot ofcompanies out there that won't t:alce pink 

17 sheet stocks unless we provide them with a private placemen 

. 18 memorandum ora copyoftbe restricted no«:. A.od it was an 

19 unbearable amountofworlc for us. And we still have it,.i(s . 

20 still there. 

21 So ru recommend to somebody, "Find another 

22 stockbroker who will take it." Because.ETrade won't take it 

23 Scottrade does take iL Raymond.James takes it. A lot of 

24 peopledon't take it because of its pink sheet Not because 

25 it's improperly issued stock, because they. want proofofhow 
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the stoclc's done. 

Q Oby. 

A So you can buy and sell it through ETrade, but you 

can't put ccrtilicatcs in, wbK:h doesn't malce any sense to me 

atall 

Q Okay. But you s:aid Scottrade will :iccipt the ­

A Some do. Some hr.Inches do and some don't. 

Q Okay. 

A It's been :a big problem for us. 

Q And you s:aid Raymoad.J:ames. some do :uid ­

A To my knowledge. They took my stock. I have a 

relationship with them. 

Q Okay. Now, Ifyou re:ad there iD the>=ge from 

Kte lhskias to you and Mr. She:irer there th:it w:as d:ited 

Thursd:ay, November 5th :at 1 :41 p.m. The middle of that 

p:mlgraph there, it s:iys, "The problem is th:at the DTC bu 

listed the stodc as l>Qn-tr:ansferr.able. Just t:>lked to 

Florida Atlantic Transfer :about the problem. Tb«:y don't fee 

th:it It's tbCir problem. Wilt aot C2ll the DTC." 

Do you know wbat th:it's :all :about! 

A D1C is the way oftransferring stock 

electronically. And Florida AUantic never had the ability 

to do that. Pacific dOC$, that's·why I was so happy with 

ihem. He is ll-0! the sharpest guy in the world, to be honest 

with you. So he didn'twiderstand what be was talking about 

Page 133 

What he spoke to Florida Atlantic Tr:msfer is that 

they don't want to get involved in :all this papawoik. and 

they are rightfully so I think. That's just my opinion. I'm 

not here to say the SEC or the pink sheets are righL But 

that's an enormous amount ofwork that the pink sheet 

companies have to do now is to supply :all this information to 

prove how someone owned the stock to a private transaction. 

It's just a lot ofpaperwork and the brokerage frrms don't 

want to do it. 

And" the transfer agents don't do it. and-it's_left 

now to the issuer, which is us. So it's been a lot of · 

paperwork. kind ofgetting back to the dysfurn:tionality of 

things.. 11iat's nothing we got with iL It's not just us. 

It's all the pink sheet companies to my kno~ledge. A lot of 

brokerage houses are not taking pink sheet stocks because o? · 

this problem. unless they have v.erified proof that the stock 

is not a counterfeit catificare. 

Q Ok'!y. 

A Which wcdon'tdoanythinglike that 

· Q Now, when you say here, "The problem - " [mean 

you don't say, I'm sorry. The·e-mail written by Mr. Haski1 

s2ys, "The DTC h3S listed the stoclt as non-tr:ansferrable.~ 

Do you know specilic:ally what he's talking about? · 

A I ha"'.e no idea what h~'s talking about Maybe that 

they - well, what he's saying is, I don't know what he means 

) 
;.,;I' 
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by the OTC and how he came about this, because he fully 

didn't understand this. He told me that the transfer agents 

needed a private placement memor:mduffi. is that there was n-0 

private placement memorandums, so there is no private 

placement. 

What they need is 2 one-page restriction letter and 

a copy of their check or wire instructio~ and that would 

suffice. And it's been ­ you know. anybody else that's 

called me has gotten through it. -But it's a lot of worlc.. 

Q Okay. Well, you jB$t referred lo" one-p:age 

restri<:ti<>n lttter. Wh2t's th:at? 

A Well, we have ­ well, any time when somebody 

bought stock., rd give lh<:m a letter saying this is what they 

wanted the stock at, and it would be delivered in·30 to 45 

days. And l was directed to do that by Roger. 

Q Okay. And that's the restriction letter -

A Yes. That's the main thing. the main ploy you use 

to sen the stock. 

Q Okay. And you also s;Ud that StntoComm doe~rnot 

have a privllte placement memorandum. b that trnc? 

A We are working on one. We don't do it. We're 

trying to get it written up. we're in the process. I have 

~er told ­ I've-told people we're planning on doing one 

and have not talked about numbers or any issues out there, 

but we're working on one. 
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Ray Lasky is doing his job. Rob is doing the 

business model. and then when it comes to the stock. where 

it's going to come from and how it's going to be issued is 

the last thing. 

Q Okay. When I first asked you who Kee Haslclns b, 

you said something to the effect or "He's never done much Co 

us. ­

A No. 

Q What do you me= by that? 

A Wel!. be was-we: have a !9.~ofsharehol_ders, Ms. 

Leete. that don't know how to_tf!ldc:-stock or don't knQw where 

to bring their stock. They are somewhat lost. So as a 

courtesy to them, I will talk io them and say, "Well, you 

know. youmight want to go to ETrade." 

I can't tell them when to buy and sell their stock. 

as I told you, l never have. I can't tell them to sell 

securities. But if they ask me for a brokei-, I can 

recommend. We wen; looking for one for a long time. One 

Iha! was credible and one that would call them and say, "Sell 

StratoComm,·and.do this. We were trying to find somcl>ody 

with credibility. It's very hard out there. 

So Pink recommended him. We went to meet him. 

Rogerand I went out-: I think Roger flew in and we met him. 

Seemed like .a nice guy, but he wasn't too sharp on the 

information_ He just didn't get it. 
-­
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So Pinlc basically k>ld me, he's not cutting the 

mustard. and. )'OU know. and I just stOppcd ­ we gave him 10 

accounts to inherit. We have thousands ofpecple chat don't 

know what to do. 

Q Ub-lluh. 

A And So we want to find- we still b.avcn't found 

somcl>ody to gjve them~ sh2rcholdcr lisc and say. "H=. 

hcn:'s our sll3l'eholder list. Help us. Yon blow. do the 

invcstof" n:htions, do this PR. woifc. wlrucva-)"Ou want to 

do." We havcu't fuund that yd. 

Q And how did Mr. Al or Pink know Mr. H>ISlcins? 

II. Hc'sa~. 

Q Oluy. You cm pat ::tUde f'1o.. 74. 

(SEC Exhibit Na. 75 """' m:irlu:d for 

identillC2tlon..) 

MS. LEETE: Mr. Danzig. rm handing yoo anothct 

e-mail. this ooc 1JWl<ed as Exlnbit No. 1S. 

BY MS. LEETE: 

Q Take a coupli! Of minllttS and look ovu- th2L 

Mr. D21Ul:, luveyou h:>d a minute to look over 

Exhibit Ne. 75, wt.Ida is a two-page document, an e-m:UJ with 

my name :at the top, from Roi:er Shean:r sent Moad1y. No'·,.,,,hcr 

9, 1009, at 4:19 p.m..toCD:anzig@Str:>toComm.net? 

A Yes. 

Q Have you seea It before? 

A Yes. 

Q Wb2tisit? 

-~ 
Page i37 

A These were shares th:at were pending delivery. 

Q Okay. What do you mean "pending delivery"? 

A Well, they are shares that were paid for and shares 

- that were due to people. And I wanted a list ofpeople, 

beeausc these people, I bad eithercalled them and told th= 

the shares were comiog. or people were calling in complainin~ 

they hadn't gotten their shares yet. 

__ Q Okay. 

A It's an order.that he ultimately. I believe, sent 

to the transfa- agent 

Q Okay. Ifyou look down the left-bud side, ab011t 

h2lfw:ay down the page there, BSL Gronp, LLC. 

Who is that? 

A DanBerry. 

Q DaeBerry. 

A I believe. 

Q Okay. Who is Dan Berry? 

A Dan Berry is lin investment banker, very credible 

guy. l'm somewhat friendly with him. And he tries to 

support our stock with his clients, bringing it to 

StratoColTIITL 

Q Okay. What do you mean by that? 

A Well, he has a group ofinvestors h.e talks to, and 

35 (Pages 134 to 137) 
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Page 230 

l rm going to be straight with you. When you ask me 

2 a question, rm going to tcll you what irs for. 

3 Performance. My conlract was all based on 

4 performance on how much money I would raise. He didn't wai 

5 to ever define it as commissions. He defined it as 

6 discretionary bonuses. and I accepted thaL 

7 Q Iryou'd rurn to the uext p:age. It's bani to re:ad. 

8 Butthe dale ou that is Fcbniary 17, 2010. 

9 A That's the one that we're now disputing, the 

10 $50.000.whetherornotit's ­

11 Q It's SSll,000 casb deposited.. 

12 A Well, l don't think it's cash. because it's 

13 impossible for him to deposit cash. I know for a fact this 

14 was done with ached:. Then: is no way he deposited cash.. 

15 It's impossible. 

16 Q How do you know for a fact tbiit it was done with a 

17 check? 

18 A Because how's he - because he told me he did a 

19 ·check. Or a transfer. These may have been wire transfers. 

20 Because there is no waythls was done with cash. I don't see 

21 how hecouW possibly-ifhe did, I don't know where he got 

22 the cash from. But !here's no way this was done in c:ish. 

2 3 I'm prcuy sure ­

24 I don't know ifyou guys- rm not being 

25 disrespectful. But [think you guys maybe arc reading that 
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rules. Even if it's a thousand do!~ by the way. Ms. 

Leete, it's still ri:portable. 

I seriously think that Roger wouldn't put cash in 

my account I still think that was done·citherwirc 

transfci:- and liJu: I say, you might find out bster than 

me. but I will find out tomorrow. 111 ac!Ually ask him, 

~Howwere those - • To my knowledge, everything he docs 1 

with a check, unless it•s small money. 

Q Okay. Ifyou look on the next page there, 3137. 


A The next page? 


Q Yuh, the next page. Tlµtt Bppurs to be :a chedc 


deposited of$5515. 

Do y~u SC<: tb2t~ 


A That's my payroll. 


Q Th•t's your p:ayrolL 


A He fmally got it right once. They got it right 


Q Okay. b tb:at tbenet amounl ofyoar piiyroll, 


$5015.90? 

A $5512 or SS015. yes. That's my nci: for every two 

weeks. that's what I take home. 

Q Okay. You c:aa set aside Exhibit 91. 

A As part ofmy tcStimony. lspent a lotofmoney-

I sµQ,t a lot ofmoney in denta_l. and it didn't work out too 

well. I spent close to-I have a lotofbridges. almost 

four of them, and you can see my dentist is color blind. Some 
t-~~~~~~~~~~~~~~~~~~~~~--1r--~~~~~~~~~~~~~~~~~~~~---' 
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l you sec cash on the ticlo:t, and it may be done as - I don't 1 

2 think Roger went to the bank and gave them SS0,000 cash. I 2 

3 would seriously doubt thaL He would never do something Iii« 3 

4 thaL 4 

5 So I think that's - l mean it's a wire or that was 5 

6 done with a banker teller check or a transfer. Sec Roger has 6 

7 the ability to transfer - if this is a bank jnvest, he has 7 

8 the ability to transfer money from one account to 211other. 8 

9 There is no way that he had $50,000 - that he went to the · 9 

10 bankwlthSSO,OOOincash. Norwouldlaccept~L 10 

11 Q ·Oloiy. Bntitlsyour1estimoay lfl.:atyou didn't 1). 

12 know bow be- 12 

. 13 A ·I have no idea. 13 

14 Q - bow he was doing it. 14 

15 A I am assuming-and h9pefullytbathc did it via 15 

16 check or tran.sfer. but I would seriously doubt he would go to · 16 

1·1 the bank wilh·SS0.000 in cash. 17 

18 Q Oby. 18 

19 A And take such a risk like thaL I don't think he 19 

20 would do that 20 

21 Q .Okay. What do you mean Hukc such" risk like 21 

22 that"? 22 

23 A Well, that would be-to my knowledge, and rm not 23 

24 a b~king expert per se on·dcposits. but when you start to 24 

25 move cash around like that. $!0,000or more. I know the · 25 

Page 2..;;3 ' 

of these arc light 2nd some oftbcicdidn't turn out too well 

for me. so I'm very upset and my teeth arc killing me right 

now. So that's why I wroJe that. I spent quite a lot of 

money on dental 

(SEC Exhibit No. 92 was marlced for 

identification.) 

MS. LEETE: Okay. Mr. Danzig, I am handing you 

what's just been marked as Exhibit No. 92. 

lfyou•t1 take.a momenta,nd look at that 
·- .. 

BY MS. LEETE: 

Q Exhlbit No. 92 b" sa:ies oftra=>ctiOD·detltil 

reports, Bates number CITZ3276 through 3305. 

A Okay . 

Q Have you bJld a chance to look through this quickJY 

A Yes. Go ahead. 

Q Oluy. They appear to be wire tnnsfet's iu and out 

oryour bank account. 

A Yes. 

Q This first page here, $2500 wire from Dr. B 

on June 11, 2010. 

What was this for? 

A 13ills, teeth. This was money he sent me. I 

actually9we him $15.000. 

Q You.owe him $15,000? 

A Uh-huh. 

59 (Pages 230 to 233) 
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l A Yes. 1 

2 Q So Ottober 7, 2008. 2 

3 Is your answer the same about the S2500 wire from 3 

4 Dr. B 4 

5 A Yes. It was done scvcraJ yeaIS ago. 5 

6 Q Okay. Then on page 3279, M:itth 24, 2010, a $5000 6 

7 wire from Maureen R 7 

8 A There wae a series ofwires, and that was my money B 

9 that she was holding. 9 

10 Q Thats tJie return oftlie money that we saw- ·10 

11 A ' It'll add:ii?. to exactly what was in ihe check. She 11 

12 kqltaverysolidreconfofthat. 12 

13 Q Oby. 13 

14 A She wa5 vay­ . They 14 

·15 are very. very detailed. And I explained to her what was 15 

16 going on with this, and she·said, "Why are-you doing this?" 16. 

17 "Nothing's wrong. You've held my money, send it back itme. 17 

18 But we have done no transactions, nor docs the stoclc that 18 

19 they still have pos=ion ofhave anything to do with ihis. 19 

20 It's a gift and I love them and care about them. 20 

21 Q Okay. 21 

22 . A And that's why they gave it to me. . 22 

23 Q The nextp:tge3280 is a Sl0,000 wire from March 2! · 23 

24 2010, from Maureen R 24 

25 A Same thing. 25 

60 {Pages 234 to 237} 
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Q S2m<: thing? 

A Yes.. l()ladduptowhateverlheS28,000plus 

the - [don't rcrnernba", we just talked about it,.$28,000 

plusl3-somebowit=eup.to40. 

Q Oby. lfl :isked_you tbe same questi<>n for all the 

wires Crom Maureen ­

A All ofthem. 

Q Ok:ay. Iryou'd turn to p:ige 3292. 

A Okay. Dr. B 

Q Oby. 

A That's part of- I thinl:: it's the $2000. It rould 

be 10. 12. He hasn't asked me to r:qiay that. He just asked 

me to pay me back- •. 

Q Wen, th:it seems to be- :as I look :u it, ltlooks 

like the soUn.: tr:>ns:i<:tion. It's got the same tr:ansactlon 

number, so I'm aot sure what that is. Th:it may not be a . . 
~" - th:at m::iy be the s:ame mansrer tb:at we've :>!ready 

talked abont. It's also got :a date o! October 7, 2008, oa 

It. : 

A Olcay. 


Q Do you know how muda money- I think you S21d you 


owe him SJS,000­

A Ten,IS­

Q Have you p:ild anything back to Dr. B 

A No, he doesn't ask me for it back. 

Page 234 

l Q He's loaned yo11 iodhiduafly­

2 A Tony's a very good friend, a long-time friend of 

3 mine. 

4 Q Perso1111l side loan of­

5 A Yes, it has nothing to do with StratoComm. He's a 

6 very, vay close friend of mine and he worries about my 

7 health and stuff, so he's been very. very hands on. 

8 Q I take it from your testimony today that yov owe 

9 money to various people. 

10 A Notthatmuchanymore.. lowemoncytoTony 

11 B I've paid offmost ofmy debts that I oWed over 

12 the years.. l incrcmcntally pay bills. like an allotment. 

13 Q Do yon keep tr:ack anywhere, like a ch2rt or :a 

14 notebook or :anything, the money you owe people? 

15 A No. 

16 Q Ifyou'd turn to page 3279. 

17 A Oby. 

18 Q I'm.sorry. What I said before, the money from Dr. 

19 B , I think I said .J11ne 22, 2010.. A.ad that wa.s wroa~ 

20 Th.1lt's the run date. I believe the cbte that this report was 

21 printed. 

22 lfyoa look ­ just to make sure the recnrd ls 

23 clesned up, on the first page there, "SND date," send cbte. 

24 A Right. 

25 Q I believe.that's 08/10/07. 
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Q Ololy. 

A I told him - he said, "When StratoComm gets 

healthy and you get healthy, pay me back.• He's like a 

father. I'm very, very close with him. t talk to him 

everyday.· 

Q You talk to him everyday. 

A Eyeryday. Almost everyday. 

Q How did you meet him? 

A I met him in 1998. 

Q Okay. Ifyou look at p:ige3293. 

A Okay. This is when I sold those stocks. I believe 

I sold S8000 worth ofstoclc. 

Q Ok:ty. This Lloyd McClellan wire· is ..:hen you sold 

the stock? 

A Yes. 

Q Okay. 

A I sold - yeah. was it McClellan?. Yes .. It was 

Mike McClellan. 

Q Okay. So you sold .stock directly ­

A Thiswas a loan, this was a loan. This.wasn't a 

stock sale,. this was a loan. 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 

vs. CASE N0.1:11-cv-1188 {TJM/DRH) 

STRA TOCOMM CORPORATION, CRAIG DANZIG'S ANSWER 
ROGER D. SHEARER, and AND AFFIRMATIVE DEFENSES 
CRAIG DANZIG, JURY TRIAL DEMAMNDED 

Defendants. 

Defendant, Craig Danzig, by and through counsel, hereby answers Plaintiffs 

Complaint in the above-referenced matter, as follows: 

1. 	 As to paragraph 1, Danzig admits that this paragraph sets forth Plaintiffs 

stated basis for relief, but denies the allegations set forth as to him; Danzig 

lacks sufficient information to form a belief as to the truth of the remaining 

allegations therein, and therefore denies same. 

2. 	 As to paragraph 2, Danzig admits that some investors purchased 

StratoComm stock; Danzig lacks sufficient information to form a belief as to 

the truth of the remaining allegations therein, and therefore denies same. 

3. 	 Paragraph 3 contains legal conclusions and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 
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4. 	 Paragraph 4 contains legal conclusions and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

5. 	 Paragraph 5 contains legal conclusions to which no response is 

necessary; as to the factual allegations, Danzig admits that he did not register 

as a securities broker, but denies that he was required to do so or that by not 

registering as such he violated any rule or regulation. Danzig denies the 

remaining factual allegations contained in paragraph 5. 

6. 	 As to paragraph 6, Danzig admits that it sets forth the relief sought by 

Plaintiff, but denies that Plaintiff is entitled to any such relief from him. 

7. 	 As to paragraph 7, Danzig admits that it sets forth Plaintiffs stated basis 

for jurisdiction over this matter, but denies that he has engaged in any offense 

or violation of the Securities Act of 1933 or the Security Exchange Act of 

1934. 

8. 	 As to paragraph 8, Danzig admits that it sets forth Plaintiffs stated basis 

for proper venue in this District, but denies that he has engaged in any 

violation of the Securities Act of 1933 or the Security Exchange Act of 1934. 

9. 	 Paragraph 9 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 9 as they relate to him. 
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10. 	 Paragraph 10 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

11. 	 Paragraph 11 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

12. 	 Paragraph 12 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

13. 	 Paragraph 13 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is an administrative order as alleged 

in Paragraph 13, said order speaks for itself (although Danzig does not admit 

the truth of anything contained in said administrative order). 

14. 	 Paragraph 14 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

15. 	 As to paragraph 15, Danzig admits that he was employed by StratoComm 

from in or about 2007 until in or about November 2010; admits that he was 

initially given the title "Director of Investor Relations" and later "Executive 

Director of Institutional Relations," but denies any implication that by virtue of 
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these titles Danzig held any actual authority over StratoComm. Danzig 

admits that he is a resident of Boca Raton, Florida. 

16. 	 As to paragraph 16, Danzig admits the allegations contained in the first 

two sentences and the last sentence. As to the allegations contained in the 

third sentence, Danzig asserts that he consented to not seeking a license to 

sell securities in New Jersey in or about 1996. 

17. 	 Paragraph 17 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

18. 	 Paragraph 18 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

19. 	 Paragraph 19 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

20. 	 Paragraph 20 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

21. 	 Paragraph 21 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 21 as they relate to him. 

4 

MAJ.MAN, MAL.MAN & ROSENTHAL+ 3107 STIRLING ROAD+ SUITE 101 + FORT LAUDEROA!.E, FLORIDA 33312-8500 +(954) 322-0065 



Case 1:11-cv-01188-TJM-CFH Document 25-13 Filed 04/04113 Page 6of16 
Case 1:11-cv-01188-TJM-DRH Document 8 Filed 02/06/12 Page 5of15 

22. 	 Paragraph 22 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

· Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 22, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 

23. 	 Paragraph 23 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 22, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 

24. 	 Paragraph 24 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

25. 	 Paragraph 25 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of.these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 25, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 
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26. 	 Paragraph 26 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 25, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 

27. 	 Paragraph 27 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

28. 	 Paragraph 28 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the .truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is an Executive Overview as alleged 

in Paragraph 28, said Executive Overview speaks for itself (although Danzig 

does not admit the truth of anything contained in said Executive Overview). 

29. 	 Paragraph 29 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is an Executive Overview as alleged 

in Paragraph 28, said Executive Overview speaks for itself (although Danzig 

does not admit the truth of anything contained in said Executive Overview). 
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30. 	 Paragraph 30 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is an Executive Overview as alleged 

in Paragraph 28, said Executive Overview speaks for itself (although Danzig 

does not admit the truth of anything contained in said Executive Overview). 

31. 	 Paragraph 31 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 31 as they relate to him. 

Additionally, Danzig asserts that if there is an Executive Overview as alleged 

in Paragraph 28, said Executive Overview speaks for itself (although Danzig 

does not admit the truth of anything contained in said Executive Overview). 

32. 	 Paragraph 32 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

33. 	 Paragraph 33 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 33, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 
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34. 	 Paragraph 34 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Additionally, Danzig asserts that if there is a press release as alleged in 

Paragraph 33, said press release speaks for itself (although Danzig does not 

admit the truth of anything contained in said press release). 

35. 	 Paragraph 35 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

36. 	 As to paragraph 36, Danzig admits that he was employed by StratoComm 

from in or about 2007; admits that he was initially given the title "Director of 

Investor Relations" and later "Executive Director of Institutional Relations," but 

denies any implication that by virtue of these titles Danzig held any actual 

authority over StratoComm. Danzig denies the categorization of his actions 

as "aggressive," and denies marketing StratoComm's stock to potential new 

investors, but admits marketing StratoComm stock to existing shareholders. 

37. Danzig denies the allegations contained in paragraph 37; he does not 

. recall 	 the specific emails listed, but asserts that those emails speak for 

themselves (although Danzig does not admit the truth of anything contained 

in said emails). 

38. 	 As to paragraph 38, Danzig admits being paid a salary plus a bonus, but 

denies that the bonus was determined as alleged in the Complaint. Danzig 
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admits that he did not register as a broker or become associated with a 

registered broker, but denies that he was required to do so. 

39. 	 Paragraph 39 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

40. 	 Paragraph 40 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

41. Paragraph 41 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

FIRST CLAIM FOR RELIEF 

42. 	 Danzig re-alleges and his responses to paragraphs 1 through 41, supra, 

and incorporates same herein by reference. 

43. 	 Paragraph 43 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 43 as they relate to him. 

44. 	 Paragraph 44 contains conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 
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and therefore denies same. Danzig denies the allegations of paragraph 44 as 

they relate to him. 

SECOND CLAIM FOR RELIEF 

45. 	 Danzig re-alleges and his responses to paragraphs 1 through 44, supra, 

and incorporates same herein by reference. 

46. 	 Paragraph 46 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

47. 	 Paragraph 47 contains conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

THIRD CLAIM FOR RELIEF 

48. 	 Danzig re-alleges and his responses to paragraphs 1 through 47, supra, 

and incorporates same herein by reference. 

49. 	 Paragraph 49 contains conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

50. 	 Paragraph 50 contains conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 
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lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

51. 	 Paragraph 51 contains conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

FOURTH CLAIM FOR RELIEF 

52. 	 Danzig re-alleges and his responses to paragraphs 1 through 51, supra, 

and incorporates same herein by reference. 

53. 	 Paragraph 53 contains .conclusions of law and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. 

54. 	 Paragraph 54 contains presumptions based upon matters that have not 

been proven or admitted, conclusions of law, and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. Danzig denies the allegations of paragraph 54 as 

they relate to him. 

55. 	 Paragraph 55 contains presumptions based upon matters that have not 

been proven or admitted, conclusions of law, and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 
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lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. Danzig denies the allegations of paragraph 55 as 

they relate to him. 

FIFTH CLAIM FOR RELIEF 

56. 	 Danzig re-alleges and his responses to paragraphs 1 through 55, supra, 

and incorporates same herein by reference. 

57. 	 Paragraph 57 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 57 as they relate to him. 

58. 	 Paragraph 58 contains allegations relating to the conduct of others; to the 

extent that a response is required of Danzig, he lacks sufficient information to 

form a belief as to the truth of these allegations, and therefore denies same. 

Danzig denies the allegations of paragraph 58 as they relate to him. 

59. 	 Paragraph 59 contains presumptions based upon matters that have not 

been proven or admitted, conclusions of law, and allegations relating to the 

conduct of others; to the extent that a response is required of Danzig, he 

lacks sufficient information to form a belief as to the truth of these allegations, 

and therefore denies same. Danzig denies the allegations of paragraph 59 as 

they relate to him. 
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SIXTH CLAIM FOR RELIEF 

60. 	 Danzig re-alleges and his responses to paragraphs 1 through 59, supra, 

and incorporates same herein by reference. 

61. Danzig denies the allegations of paragraph 61. 

62. 	 As to paragraph 62, Danzig admits that he was not registered as a broker 

and was not associated with a registered broker, but asserts that he was not 

required to be so registered or associated. 

63. 	 Paragraph 63 contains presumptions based upon matters that have not 

been proven or admitted, and conclusions of law; to the extent that a 

response is required of Danzig, he denies same. 

64. 	 Danzig denies all allegations in the Complaint not specifically admitted 

herein. 

PLAINTIFF'S PRAYER FOR RELIEF 

Danzig denies that Plaintiff is entitled to any of the relief sought in its 

unnumbered paragraph on page 15 of its Complaint, or in any of the sub-parts (A) 

through (H) thereof. 
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DANZIG'S AFFIRMATIVE DEFENSES 


FIRST AFFIRMATIVE DEFENSE 


As and for his First Affirmative Defense, Danzig asserts that any actions he took 

· were taken on advice of counsel. 

SECOND AFFIRMATIVE DEFENSE 

As and for his Second Affirmative Defense, Danzig asserts that any actions he 

took were taken based upon the reliance on others. 

THIRD AFFIRMATIVE DEFENSE 

As and for his Third Affirmative Defense, Danzig asserts that his actions were 

exempted and entitled to safe harbor under the law. 

FOURTH AFFIRMATIVE DEFENSE 

As and for his Fourth Affirmative Defense, Danzig asserts that his actions were 

taken without the required scienter. 

FIFTH AFFIRMATIVE DEFENSE 

As and for his Fifth Affirmative Defense, Danzig asserts that he was unable to 

form the requisite intent due to incapacity. 

SIXTH AFFIRMATIVE DEFENSE 

As and for his Sixth Affirmative Defense, Danzig asserts that he had no authority 

over the statements alleged in the Complaint to be false or fraudulent. 

RESERVATION OF RIGHTS 

Danzig reserves the right to amend and/or supplement his Affirmative Defenses 

as may become appropriate. 
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DEMAND FOR JURY TRIAL 

Danzig hereby demands a trial by jury on all matters so triable. 

DATED: February 6, 2012 

Respectfully submitted, 

Maiman, Maiman & Rosenthal 
3107 Stirling Road, Suite 101 
Fort Lauderdale, Florida 33312-8500 
Tel. 954-322-0065 
Fax. 954-322-0064 
Email: myles@malman.com 

By: 	 s/ Myles H. Maiman 
Myles H. Maiman 
NDNY Bar Roll No. 517307 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that on February 2, 2012, I electronically filed the foregoing 

document with the Clerk of the Court using the CM/ECF system, which will send 

notification of the filing to those listed below. 

By: 	 s/ Myles H. Maiman 
Myles H. Maiman 

SERVICE LIST 

H. Michael Semler, Esquire E. Stewart Jones, Jr., Esquire· 
Securities and Exchange Commission 
Division of Enforcement YorkTroy, New 
101 F Street, N. E. Email: bessetca@esjlaw.com 
Washington, D.C. 20549 Counsel for Defendants StratoComm Corp., 
Email: semlerm@sec.gov and Roger D. Shearer 
Counsel for Plaintiff Via CM!ECF Notification 
Via CMIECF Notification 
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From: < 

Sent: Thursday, March 11, 2010 4:14 PM 
To:. rshearer@stratocomrn.net 

Subject: Fw: Stock purchases 

Robert Bowen 


Cathedral City, CA 92234 


tel 

- Forwarded Message ­

All shares on there way... 

from: < 
To: Bob Bowen <deariebob@lnbox.com> 
Sent Wed, Mardi 10, 201011:10:47 AM 
Subject: Re: Stock purchi;!SeS 

From: Bob Bowen 
To: rshearer@stratocomm.net 

> 

Cc: 
Sent: Wed, February 10, 2010 2:08:03 PM 
Subject: Stock purchases 

I purchased from stratocomm200,000 shares on 12-17-2008, 400,000 shares on 1-7-09, and 200,000 shares on 
3-10-09. I received the 2 certificates purchased on 12-2008 and 3-2009 in the same envelope and to this date i 
still have not received the 400, 000 shares that i purchased on 1-7-2009. Since the stock purchase has now been 
over 1 year, please issue the 400,000 shares as a common stock without the restriction. I have attached the copy 
of my check that i purchased the 400,000 shares with in the amount of $10,000 and the other $10,000 was sent 
by wire transfer. I have also attaphed the c9rrespon<;lencefromCrn,igwith the option to purchase the same 
amount of stocks that i have purchased at a purchase price of :05 per share. The first stock that I purchased on 
12-17-2008, I had talked with craig by phone and he said the ifi purchased the 200,000 shares that the 
certificate would have an option to purchase the same amount in the future at .05 per share but the email that he 
sent does not mention the option. I just asumed that that option was attached to the certificate, which it is not. I 
would like to purchase all the options on my purchases for a total of 800,000 shares within the next month or so 
as soon as i can finish all my tax work. You can reach me by phone at home untill 3-14@ . I win 
be on my cell phone after that date at . Thanks for your prompt handeling of this matter. Robert 
£.Bowen. 

SEC-Shearer-E-0011470 
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From: < 

Sent: Saturday, October 31, 2009 12:52 AM 

To: rshearer@stratocomm.net 

Subject: 

Roger, 

Hope you had a good evening,,,rough week, lots ofno's but then cme the yes's. 

Regarding tonight, I can assure you that I didnt fabricate this private call...it was very real, kinda 
scary and concerning to,,,what motive would i have,,,you paying me my 4,500 tomorrow ... our 
relationship is better than that, on the other please make that happen, every paycheck has a short 
fall lately, please take care of that tomorrow, i really need it to make my move and I'm still 
leaving plenty on the table. If didnt get this done i wasnt getting paid, there was no money ,so 
please do the right thing and keep me happy. i would appreciate that very much. 

Ok, to business. I've promise a lot ofpeople Cameroon. i've raised over SOOK since I moved to 
arkansas. Not a whole lot ofmoney in four months, but it was the best I can do with limited 
shareholder list, our past problems and a rough environment. I trust that you raised money as well, 
at least 200 I would presume, so im not really sure mwhy we cant get to Cameroon and get that 
system up. Everything changes once we do...Dr Kims people are ready once we get it up!! 

I dont ever question your schedule, but you mentioned you were going to Alabama.my guess is 
huntsville and bosch . .ifso, why? why waste time there, the deal probably makes sense for Sc, but 
not now, we have no money, and no product, so why bother, it costs money to go there, and it 
takes days to commute and leave. Switzerland, Madagas gar, libya, turk. ..... all these plans and 
hopfully sometthing someday, but to date just meetings. I have to constantly defend those 
actions ... actions i am anot reponsible for. 

You should be strictly focused on Cameroon as I am. People dont care about Alains of the world, 
your investor groups, which tum up nothing ..not your fault, they're playing you, or you arent 
being straight with me. Either is not good. 

I want to get into system sales as promised. I want to be done with fund raising. Its not the 
direction I want to go in and i dont want to start exploring other opportunities as i beleive in you. 

Please give me a date of when you plan on gooing to Cameroon and how much we need in by 
:fiiday of next week. 

I'm really trying to help you here. Ive been supportive and understanding, but the pressure is 
getting to me. 

Call me 

SEC-Shearer-E-0016488 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 

v. 1:11-CV-1188 

STRATOCOMM CORPORATION, 
ROGER D. SHEARER, and 
CRAIG DANZIG, 

Defendants. 

THOMAS J. McAVOY, 

Senior United States District Judge 


DECISION & ORDER 

I. INTRODUCTION 

This is a civil enforcement action brought by the Securities and Exchange 

Commission ("the SEC" or "the Commission") against StratoComm Corporation 

("StratoComm"), Roger D. Shearer ("Shearer") and Craig Danzig ("Danzig"). The 

Commission asserts that the defendants committed securities fraud and registration 

violations in the offer and sale of StratoComm penny stock. In this regard, the 

Commission contends that StratoComm, under the control of Shearer and with the 

assistance of Danzig, disseminated fraudulent public statements designed to portray 

StratoComm as a successful company that had developed, manufactured and 

sold sophisticated telecommunications equipment for tens of millions of dollars. However, 

l 
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the Commission asserts that the undisputed facts reveal that StratoComm had no 

products, no paying customers, and no revenues; and that its very existence depended on 

its ability to sell its securities to investors. The Commissioner further asserts that 

StratoComm disseminated fraudulent statements to the public in three press releases and 

a marketing document posted on the internet and distributed to potential investors. During 

this same time period, the defendants sold millions of shares of StratoComm's stock to 

over 100 investors. Yet, StratoComm's stock offering was not registered as required by 

law. In addition, Danzig, who was in the forefront of selling StratoComm's stock, was not 

registered as a broker. 

The Commission moves for partial summary judgment on the issue of liability for 

each of its claims. StratoComm and Shearer have opposed the motion, but Danzig, who 

is proceeding pro se, has failed to submit any opposition. The Commission has also 

submitted reply papers. The Court has considered all of the submitted papers in reaching 

its decision on the pending motion. 

II. BACKGROUND1 

a. StratoComm Corporation 

StratoComm Corporation ("StratoComm") is a Delaware corporation that was 

incorporated in 1997. It describes itself as being in the business of designing, 

manufacturing, and selling telecommunications equipment. StratoComm's stock is a 

penny stock that is publicly traded and quoted on the electronic quotation system formerly 

1Unless indicated otherwise, the facts set forth above are admitted by the opposing party, properly 
supported by the record, or deemed admitted (Danzig, who is proceeding pro se, failed to respond to the 
motion so the properly support facts pertinent to him are deemed admitted, see Local Rule 7.1 (a)(3)). 

2 
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known as the Pink Sheets. From late 2007 until April 2010, StratoComm received 

approximately $4 million from selling its stock to more than 100 investors. StratoComm 

has never filed a registration statement with the U.S. Securities and Exchange 

Commission, ("Commission"), never prepared audited financial statements or provided an 

offering memorandum to investors. 

b. Roger D. Shearer 

Roger D. Shearer, who founded StratoComm in 1997, is the sole Officer and 

Director of StratoComm and has held those positions since the inception of the company. 

Shearer is also the Chief Executive Officer ("CEO") of StratoComm and has held that 

position since the inception of the company except for a one-month period in the fall of 

2010. As CEO, Shearer controlled the conduct of StratoComm during all periods in which 

he was CEO. As sole Director of StratoComm, Shearer authorized himself, as CEO of 

StratoComm, to issue StratoComm stock between January 2007 and January 2011. From 

November 2007 until April 2010, Shearer was StratoComm's largest beneficial 

stockholder. 

c. Craig Danzig 

Craig Danzig was employed by StratoComm from at least 2007 until November 

2010, initially as Director of Investor and Institutional Relations and subsequently as 

Executive Director of Institutional Relations. Prior to joining StratoComm, Danzig was a 

registered representative (commonly known as a "stockbroker") associated with several 

broker-dealers. Danzig held a license to sell securities from 1991 until 2000, when it 

lapsed. From November 2007 through April 2010, Danzig was not licensed to sell 

3 
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securities. 

d. StratoComm Portrayal as a Successful Telecommunications Company 

The SEC asserts that during the period November 2007 through April 2010, 

StratoComm stated that it was designing, manufacturing and selling telecommunications 

equipment called the Transitional Telecommunications System ("TTS") to countries in the 

developing world. Pit. Statement of Facts ("PSOF") 1J 19. Defendants StratoComm and 

Shearer asserts that StratoComm did not state that it manufactured anything "other than 

its proprietary payload" and that, to the extent their Answer can be read as admitting that it 

manufactured telecommunications systems generally, it "was an unintentional oversight." 

Shearer SOF 1J 19; see also StratoComm SOF 1J 19. 

According to the SEC, StratoComm described its TTS as consisting primarily of an 

antenna system suspended from a blimp ("aerostat") tethered to the ground. PSOF 1J 20. 

Defendants StratoComm and Shearer deny this statement and contend that "the 

transitional telecommunications system consists primarily of three components, including 

the users segment, the flight segment and the ground segment, each of which are 

composed of separate and distinct components .... The flight segment consists of the 

aerostat, tether, and mooring system." Shearer SOF 1J 20. 

It is undisputed that StratoComm stated that its TTS could provide 500,000 

subscribers with broadband internet, wireless voice, or broadcast services. StratoComm 

also stated that it was developing a Stratospheric Telecommunications System ("STS"), 

including solar-powered equipment to be stationed in the stratosphere 65,000 feet above 

ground. StratoComm explained that the STS would be able to provide telecommunications 

services to three million customers in a 1,000 kilometer area, and that it was operating on 

4 
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two parallel tracks: (i) current production and sales of the TTS, and (ii) development of the 

stratospheric system. It is also undisputed, however, that StratoComm has never actually 

built a TTS; has never tested an operational prototype of a TTS; has never had all of the 

parts to construct a TTS; has never possessed an aerostat; has never·had the funds to 

acquire an aerostat; has never exchanged a TTS for money; and has never received a 

deposit on a TTS. 

The Commission further maintains that as of late 2007, StratoComm had not yet 

resolved basic design issues relating to the TTS and had only estimated the cost of the 

system at a rough level. PSOF 1f 33. Defendants contend that at the referenced time, "the 

design was complete and the TTS was marketable for sale and deliverable, but for the 

finding of a moneyed purchaser." Shearer SOF 1f 33; see also StratoComm SOF 1J 33. It is 

undisputed, however, that StratoComm has never acquired any customers who 

transmitted payment to StratoComm for products or services; has never had any revenue; 

and its sole source of support, aside from loans from friends and family, has been the 

money that it received from selling its securities to investors. 

e. StratoComm's Alleged False And Misleading Statements 

1. November 20, 2007 Press Release 

During the November 2007 through May 2009 time period, Shearer, acting within 

the scope of his authority and in his capacity as CEO of StratoComm, was authorized to 

write, publish and distribute press releases on behalf of StratoComm. On November 20, 

2007, StratoComm issued a press release entitled "StratoComm Announces $45 Million 

System Sale." The press release identifies StratoComm as its source. Shearer, acting 

5 
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within the scope of his authority, and in his capacity as CEO of StratoComm, wrote the 

November 20, 2007 press release and authorized its release and publication. The press 

release was posted on StratoComm's website and was distributed to the public via PR 

Newswire on November 20, 2007. This press release states that Evergreen ISP Platform, 

PLC "has contracted with StratoComm for the purchase of $45,000,000 of StratoComm 

Transitional System telecommunications equipment and services." The press release 

described StratoComm as a "provider" of "telecommunications infrastructure technologies" 

and stated that a "$45 million contract" was "awarded" to StratoComm by an entity in 

Cameroon for three TTS units and related services. However, as of November 20, 2007, 

StratoComm had never built or tested an operational TTS and StratoComm did not have 

the money to do so. 

The SEC asserts that "on November 20, 2007, Shearer knew that StratoComm did 

not have an operational TTS prototype and had no TTS units to supply." PSOF 1f 47. 

Defendants "objectO to the characterization that StartoComm 'had no TTS units to supply"' 

because "[i}t was a logistical impracticality and financial impossibility to maintain a TTS 

unit 'in stock' before a purchaser was acquired and paid a significant downpayment. 

Moreover, StratoComm was able to supply a TTS at any time, given its possession of the 

proprietary payload and the ready availability of the additional required off-the-shelf 

components to be supplied through third-party vendors." Shearer SOF 1f 47; StratoComm 

SOF 1f 47. 

However, it is undisputed that on November, 20, 2007, StratoComm had not 

provided telecommunications infrastructure technologies to any person or entity, and 

Shearer knew StratoComm did not have the funding in place to build a TTS. Thus, 

6 
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defendants concede that when Shearer drafted the November 20, 2007 press release, he 

knew that StratoComm had not provided telecommunications infrastructure technologies 

to any person or entity. Moreover, StratoComm never received a monetary deposit or 

payment from Evergreen ISP Platform based upon the sale announced in the November 

20, 2007 press release and StratoComm never received any revenue based upon the sale 

referenced in the November 20, 2007 press release. 

2. January 29, 2008 Press Release 

On January 29, 2008, StratoComm issued a press release announcing the sale, 

valued at $15 million, of a TTS and related services to StratoComm's joint venture partner 

in Madagascar. The press release identifies StratoComm as its source. Shearer, acting 

within the scope of his authority and in his capacity as CEO of StratoComm, wrote the 

January 29, 2008 press release, and acting within the scope of his authority and in his 

capacity as CEO of StratoComm, authorized the release and publication of the January 

29, 2008 press release. StratoComm's January 29, 2008 press release was distributed to 

the public via PR Newswire on the same date, and posted on StratoComm's website on 

February 26, 2008. The January 29, 2008 press release referred to the Madagascar 

transaction as "StratoComm's most recent system sale," and described StratoComm as a 

"provider" of telecommunications infrastructure technologies. However, as of January 29, 

2008, StratoComm had never built or tested an operational TTS and StratoComm did not 

have the money to do so. The Commission contends that, as of January 29, 2008, 

Shearer knew that StratoComm did not have an operational TTS prototype or TTS unit to 

supply to Madagascar. PSOF if 61. Shearer "objects" to this assertion, contending again 

that "[i]t was a logistical impracticality and financial impossibility to maintain a TTS unit 'in 

7 
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stock' before a purchaser was acquired and paid a significant downpayment," and that 

"StratoComm was able to supply a TTS at any time, given its possession of the proprietary 

payload and the ready availability of the additional required off-the-shelf components to be 

supplied through third-party vendors." Shearer SOF § 61; see also StratoComm SOF § 61 

(same). 

However, there is no dispute that as of January 29, 2008, StratoComm had not 

provided telecommunications infrastructure technologies to any person or entity, and 

Shearer knew that StratoComm did not have the funding in place to build a TTS. It is also 

undisputed that StratoComm never received a monetary deposit or payment from 

StratoComm Madagascar SA based upon the sale announced in the January 29, 2008 

press release, and StratoComm never received any revenue based upon the agreement 

referenced in the January 29, 2008 press release. 

3. September 2, 2008 "Executive Informational Overview" 

On September 2, 2008, StratoComm published its Executive Informational 

Overview. It was prepared at the direction of Shearer acting within the scope of his 

authority and in his capacity as CEO of StratoComm. The Executive Informational 

Overview was prepared by StratoComm with the assistance of Crystal Research 

Associates, LLC. StratoComm paid Crystal Research Associates $40,000 and provided 

300,000 StratoComm stock warrants to assist in the preparation of the Executive 

Informational Overview. The Executive Informational Overview was based upon 

information provided by StratoComm. Shearer reviewed, approved and authorized the 

release of the Executive Informational Overview. StratoComm's logo and contact 

information appeared at the top of the first page of the Executive Informational Overview 
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and StratoComm's logo appears on every page of the document. 

StratoComm's Executive Informational Overview stated that "StratoComm's 

aerostat is nearly 37 meters in length and 12 meters at its widest portion. It meets all U.S. 

Federal Aviation Administration (FAA) requirements, including the presence of an 

emergency flight termination system and proper lighting, and can carry a payload of up to 

225 kilograms." The Executive Informational Overview made the following assertions 

regarding the dimensions and performance of the TTS: 

The TTS is a tethered aerostat 37 meters in length positioned 1,500 meters 
above the region for which it provides telecommunications. Due to its 
proprietary payload designed in-house by StratoComm's Development 
Team, the TTS can support broadband Internet, wireless voice, or broadcast 
services (up to 100 video channels) for roughly 500,000 customers in an 
BO-kilometer diameter area. 

StratoComm's Executive Informational Overview at 37. 

StratoComm's Executive Informational Overview described the TIS as "presently 

available," and stated that much of the company's resources were devoted to support of 

its "installed TTSs." StratoComm's Executive Informational Overview at 6. StratoComm's 

Executive Informational Overview also stated that, "[a]t present, the 

Company has sold three TTS aerostats to Cameroon [and] one to Madagascar ... " The 

Executive Informational Overview contained pictures and artist's renderings that, the SEC 

contends, were "presented in a manner suggesting that they represented existing 

StratoComm systems, such as tethered airships." PSOF 1"[ 78; but see Shearer SOF § 78;2 

2(''Defendant Shearer denies the assertions contained in [PSOF] paragraph 78. The assertion that 
the pictures and artist's renderings in the Executive Informational Overview were presented in a manner 
suggesting they represented existing systems is an opinion of the author of the assertion in paragraph 78 and 
cannot be said to be a fact. What is a fact is that the Executive Informational Overview refers to pictures and 
drawings produced in the Overview as depicted renderings, not actual photographs of existing items.") 

9 
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StratoComm SOF 11 78.3 

The Executive Informational Overview also stated that StratoComm was 

"presently selling" the TTS, that TTS units "have been sold ... for $60 million to date," and 

that its goal was to obtain "up to an additional $75 million in sales" by the end of 2008, 

which was less than four months after the Executive Informational Overview was issued. 

Executive Informational Overview at 13, 36. StratoComm admits this statement, but adds 

that "the Overview goes on to state that 'the Company expects to begin receiving funds 

under these sales contracts during the fourth quarter 2008.'" StratoComm SOF 1180. 

Shearer "admits in part" the SEC's statement, but "notes that while the Overview states 

that TTS units have been sold for $60 million, it also clearly states in the same sentence 

that 'the Company expects to begin receiving funds under these sales contracts during the 

fourth quarter 2008,' which clearly by implication means that the company had received no 

funds under the sales contracts." Shearer SOF 11 80. Nevertheless, defendants concede 

that StratoComm's Executive Informational Overview stated that "the TTS now supports 

wireless telephony," and that, "StratoComm anticipates that the first TTS unit will likely be 

in service by the first quarter 2009." 

The Commission asserts that the "Executive Informational Overview described a 

product that does not exist and sales that never occurred." PSOF 1183. Shearer contends 

that: (1) "the Overview describes more than one product; namely, that TTS and the STS, a 

transitional telecommunications system and a stratospheric telecommunications system, 

3("Denies the assertions in [PSOF] Paragraph 78 as the self-serving characterizations of a party, and 
affirmatively states that the pictures and drawings in the Overview are referred to as depicted renderings and 
not actual photographs of existing items.") 

10 
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respectively;" (2) "the reality is that all of the components of the described products 

existed, but not as a single unit. . . . Instead, the Overview claimed only that the company 

manufactured - and hence maintained physically- the proprietary payload;" (3) "the 

Overview made clear that a 'turnkey aerostat' would be shipped to a buyer only when it 

had been developed;" (4) "it is undisputed that StratoComm entered into several contracts 

for sale. In fact, the Overview reflects that "StratoComm has entered into contracts that 

are expected to result in TTS sales of $60 million dollars." (emphasis in SOF); and (5) 

"[c]ontracts for sale were executed between StratoComm and system purchasers on two 

occasions." Shearer SOF ,-r 83. StratoComm asserts that 

each of the components of the described products existed, but not as a 
single unit. ... The Overview claimed only that the company manufactured 
- and hence maintained physically - the proprietary payload .... It is 
undisputed that StratoComm entered into contracts for the sale of the TTS. 
StratoComm did not represent that it had already been paid on such 
contracts. The Overview reflects that "StratoComm has entered into 
contracts that are expected to result in TTS sales of $60 million dollars." The 
Overview also detailed extensive risks with respect to potential barriers to the 
fruition of the contracts. 

StratoComm SOF ,-r 83 (citations omitted). 

However, is undisputed that when Shearer approved the Executive Informational 

Overview for public distribution, he knew that (1) StratoComm had never owned an 

aerostat; (2) StratoComm never had the funding to purchase an aerostat or build an 

operational TTS; (3) StratoComm has never delivered an operational TTS to any entity; (4) 

StratoComm had not installed a TTS; and (5) StratoComm had not received payment in 

connection with the sales agreements referenced in the November 20, 2007 and January 

29, 2008 press releases. Danzig reviewed the Executive Informational Overview before it 

was finalized, and it was placed on StratoComm's website on December 3, 2008 and 

11 
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posted on Crystal Research Associates' website on September 2, 2008. 

4. May 5, 2009 Press Release 

On May 5, 2009, StratoComm issued a press release entitled, "StratoComm 

Corporation Schedules Initial System Turn On." Shearer, acting within the scope of his 

authority and in his capacity as CEO of StratoComm, wrote the May 5, 2009 press release 

and, acting within the scope of his authority and in his capacity as CEO of StratoComm, 

authorized the release and publication of the May 5, 2009 press release. StratoComm's 

May 5, 2009 press release was distributed via PR Newswire on May 5, 2009. This press 

release identifies "StratoComm Corporation" as its "source" and noted that "a team of 

engineers" was departing for Cameroon, "the location for installation of StratoComm's first 

commercial wireless telecommunications system." The May 5, 2009 press release 

described testing of the system at the company's facilities in New Jersey and the 

scheduled departure of the "installation and training team." It also emphasized that testing 

would ensure "efficient installation and reliable operation with system turn on." 

It is conceded that the reference in the May 5, 2009 press release to 

"StratoComm's first commercial wireless telecommunications system" was not to a TTS. 

Rather, the system to be installed in Cameroon involved placement of telecommunications 

equipment on a radio tower. The press release did not disclose that the system installed in 

Cameroon was not a TTS. Further, the press release did not disclose that the system 

installed in Cameroon was anchored to a tower. It is conceded that if StratoComm had 

progressed to a stage where it had constructed and installed a TTS, that would have been 

a very significant event for the company. 

12 




Case 1:11-cv-01188-T JM-CFH Document 61 Filed 02/19/14 Page 13 of 37 

f. Danzig's Marketing and Sales of StratoComm Stock 

In his role as Director of Investor and Institutional Relations and subsequently as 

Executive Director of Institutional Relations, Danzig's primary responsibility was to market 

StratoComm's stock to investors. Danzig served as the designated contact within 

StratoComm for investors, relayed the terms of stock sales, handled paperwork relating to 

stock sales, and facilitated the issuance of shares. He marketed StratoComm's stock 

throughout the country by telephone, through e-mail and in face-to-face meetings. Danzig 

used the Executive Informational Overview as a "selling tool" to market StratoComm's 

stock and to convince investors of StratoComm's "legitimacy;" routinely directed potential 

investors to the Executive Informational Overview on the Crystal Research website; 

arranged for a copy of the Executive Informational Overview to be sent to potential 

investors; instructed a stock broker to use the Executive Informational Overview in dealing 

with a client considering an investment in StratoComm; directed potential providers of 

public relations services to the Executive Informational Overview; and directed potential 

providers of investment banking services to the Executive Informational Overview. 

It is undisputed that when Danzig distributed the Executive Informational Overview 

to potential investors, Danzig knew that StratoComm did not have a TTS. In an email on 

October 30, 2009, more than a year after the Executive Informational 

Overview was issued, Danzig complained to Shearer that StratoComm had "no money, 

and no product." StratoComm paid Danzig a salary plus a "discretionary bonus" that was 

based on his performance in raising money by selling the company's securities. While 

marketing and selling StratoComm stock to investors, Danzig was not registered as a 

broker and was not associated with a registered broker. 

13 
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Ill. DISCUSSION 

a. Antifraud Provisions of the Federal Securities Laws 

The antifraud provisions of the federal securities laws include Section 1 O(b) of the 

Securities Exchange Act of 1934 (the "Exchange Act"), Rule 10b-5 promulgated 

thereunder, and Section 17(a) of the Securities Act of 1933 (the "Securities Act"). 15 

U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5 and 15 U.S.C. § 77q(a). To establish a violation of 

Section 17(a)(1) of the Securities Act or Section 1 O(b) of the Exchange Act and Rule 

1Ob-5 thereunder, the Commission must demonstrate: (1) a misrepresentation or 

omission, (2) that was material, (3) that was made in the offer and sale of a security 

(Section 17(a)(1 )) or in connection with the purchase or sale of securities (Section 1 O(b) 

and Rule 10b-5), (4) scienter, and (5) the involvement of interstate commerce, the mails, 

or a national securities exchange. SEC v. First Jersey Sec., Inc., 101 F.3d 1450, 1467 (2d 

Cir. 1996); see 15 U.S.C. § 78j(b).4 Scienter is not an element of a violation of Section 

17(a)(2) or (3). First Jersey Sec., 101 F.3d at 1467. 

1. Misrepresentation or Omission 

Statements that create a false impression that a company has a developed, tested 

and presently available product when, in fact, it has not, are false, misleading, and 

4 ln pertinent part, Section 1 O(b) declares it unlawful for any person, directly or indirectly, by the use of 
any means of interstate commerce, the mails, or a national securities exchange, 

[t]o use or employ, in connection with the purchase or sale of any security registered on a national 
securities exchange or any security not so registered, ... any manipulative or deceptive device or 
contrivance in contravention of such rules and regulations as the [Securities and Exchange] 
Commission may prescribe as necessary or appropriate in the public interest or for the protection of 
investors. 

15 U.S.C. § 78j(b). 
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constitute misrepresentations under the antifraud provisions of the federal securities laws. 

SEC v. Platforms Wireless Int'/., Corp., 617 F.3d 1072 (9th Cir. 2010);5 see also SEC v. 

North American Research & Dev. Corp., 424 F.2d 63, 77 (2d Cir. 1970)("the deliberate 

use of ambiguities and half-truths" rendered statements "materially false and misleading"); 

SEC v. Schiffer, No 91 Civ. 5835, 1998 WL 307375 at *2 (S.D.N.Y June 11, 1998) 

("half-truths are as violative of [sic] as outright falsehoods"). 

A. November 2007 and January 2008 Press Releases 

The November 20, 2007 press release described StratoComm as a "provider" of 

"telecommunications infrastructure technologies" and announced that StratoComm 

was "awarded" a "$45 Million contract for the sale" of three TTS units in Cameroon. 

The press release represented that StratoComm's Cameroonian joint venture had 

contracted with StratoComm for the purchase of $45 million worth of "StratoComm 

Transitional System telecommunications equipment and services." Although defendants 

assert that "the design was complete and the TTS was marketable for sale and 

deliverable, but for the finding of a moneyed purchaser," that qualification does change the 

fact that the November 20, 2007 press release represented that StratoComm had 

contracted for the sale of the TTS technology. Moreover, it is undisputed that on 

5 1n Platforms Wireless, the company issued a press release describing a telecommunications system 
remarkably similar to StratoComm's purported systems. Platforms' "ARC" telecommunications system 
consisted of a portable antenna payload and either airplanes or aerostats to carry the antenna aloft. Platforms 
Wireless, 617 F.3d at 1981. The press release described technical details and performance characteristics of 
the various components of the ARC system and spoke in the present tense when describing the components 
(i.e., "the Zero-Gravity Aerostructure is a large, manned, helium-filled aerodynamically-shaped airship 
structure.") Id. at 1082. In contrast to the press release, Platforms Wireless did not have an operational 
prototype of the ARC system or the money to build a prototype. The court concluded that the press release 
was materially misleading because "[c]onsidered as a whole, it leaves the unmistakable impression that the 
ARC system exists." Id. at 1095. 
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November, 20, 2007, StratoComm had not provided telecommunications infrastructure 

technologies to any person or entity, and Shearer knew StratoComm did not have the 

funding in place to build a TTS. Still further, it is undisputed that StratoComm never 

received a monetary deposit or payment based upon the sale announced in the November 

20, 2007 press release, and StratoComm never received any revenue based upon the 

sale referenced in the November 20, 2007 press release. 

On January 29, 2008, StratoComm issued another press release announcing the 

"sale" of a TTS unit in Madagascar for $15 million. This release, entitled "StratoComm 

Corporation Signs $15 Million System Sale Agreement," again described StratoComm as 

a "provider" of "telecommunications infrastructure technologies." The press release 

referred to the Madagascar "sale" as "StratoComm's most recent system sale." While 

Shearer contends that it was a logistical impracticality and financial impossibility to 

maintain a TTS unit "in stock" before a purchaser was acquired and paid a significant 

down payment for it, that does not change the misleading nature of the January 29, 2008 

press release that indicated that a $15 million sale had occurred in Madagascar. Further, 

his current assertion that StratoComm "at all times possessed its proprietary 

telecommunications payload" or "it manufactured the proprietary telecommunications 

payload" is contradicted by his own prior sworn testimony to the SEC in May 2008. In this 

regard, Shearer testified that "[t]he payload is completely designed, yeah. We have not 

manufactured the first one yet." 5/22/2008 Shearer Investigative Test. at 90:5-6 (emphasis 

added). It is well settled that a party may not create a question of fact sufficient to defeat 

summary judgment by submitting an affidavit that contradicts prior sworn testimony. See 

Raskin v. Wyatt Co., 125 F.3d 55, 63 (2d Cir. 1997). 
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Defendants' contention that the press releases are not false and misleading 

because they contained Shearer's contact information for potential investors to obtain any 

additional information is insufficient speculation upon which to defeat summary judgment. 

Further, "investors are not generally required to look beyond a given document to discover 

what is true and what is not." Miller v. Thane Int'/, Inc., 519 F.3d 879, 887 (9th Cir. 2008) 

(citing Dale v. Rosenfeld, 229 F.2d 855, 858 (2d Cir. 1956) ("Availability elsewhere of 

truthful information cannot excuse untruths or misleading omissions in the prospectus. 

Readiness and willingness to disclose are not equivalent to disclosure.")). 

There can be no legitimate dispute that these press releases are false and 

misleading because they give the impression that the TTS actually existed in operational, 

readily deployable form, when the TTS did not even exist. It is undisputed at the time that 

StratoComm issued these press releases, StratoComm had not built or tested an 

operational prototype of the TTS and did not have the money to do so. Indeed, around the 

time that StratoComm disseminated these press releases, it had not resolved even basic 

design issues related to the TTS. 

By announcing two "sales" of StratoComm 'Transitional System 

telecommunications equipment" and services worth a total of $60 million, StratoComm's 

press releases leave the unmistakable-and false-impression that the TTS exists when it 

did not. In light of these purported sales announced by these press releases, it was "highly 

unreasonable" for StratoComm not to disclose that the TTS did not actually exist and that 

StratoComm had never actually built or tested such a system. See Platforms Wireless, 

617 F.3d at 1095. 

The press releases are also false and misleading because they refer to 
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StratoComm as a "provider'' of "telecommunications infrastructure technologies." There is 

no dispute that as of November 2007 and January 2008, StratoComm had not "provided" 

telecommunications infrastructure technologies to any person or entity. 

B. September 2, 2008 "Executive Informational Overview" 

StratoComm made additional false and materially misleading statements regarding 

the existence of the TTS through the preparation and dissemination of the Executive 

Overview, which included present-tense descriptions of the physical traits, dimensions, 

performance and service capabilities of the TTS.6 These present-tense statements are 

false and misleading because they leave "the unmistakable impression that [StratoComm 

possessed an operational aerostat and the TTS] system exists." Platforms Wireless, 617 

F .3d at 1095. It is undisputed that StratoComm did not possess an aerostat and never 

had the funding to purchase one. Yet, the Executive Overview represented the TTS as 

"presently available" and stated that much of the company's resources were devoted to 

supporting its "installed TTSs." This was false and misleading because there were no 

"installed TTSs" at the time the Executive Overview was written and disseminated. 

6For example, the Executive Overview stated: 


StratoComm's aerostat is nearly 37 meters in length and 12 meters at its widest portion. It meets all 

U.S. Federal Aviation Administration (FAA) requirements, including the presence of an emergency 
flight termination system and proper lighting, and can carry a payload of up to 225 kilograms. 

The Executive Overview also made the following assertions regarding the dimensions and 

performance of the TTS: 

The TTS is a tethered aerostat 37 meters in length positioned 1,500 meters above the region for 
which it provides telecommunications. Due to its proprietary payload designed in-house by 
StratoComm's Development Team, the TTS can support broadband Internet, wireless voice, or 
broadcast services (up to 100 video channels) for roughly 500,000 customers in an SO-kilometer 
diameter area. 
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The Executive Overview also included visual images suggesting that StratoComm 

products, including tethered airships, actually existed. These statements and impressions, 

however, are false and misleading because StratoComm had never possessed an 

aerostat or built an operational TTS. 

The Executive Overview also repeatedly referred to "sales" of TTS units and stated 

that TTS units "have been sold .. .for $60 million to date." Further, the Executive Overview 

stated that StratoComm's goal was to obtain "up to an additional $75 million in sales" by 

the end of 2008, which was less than four months after the Executive Overview was 

issued. Yet, when the Executive Overview was issued, StratoComm had no TTSs to sell 

and no resources to build one. No reasonable fact finder could conclude that, as Shearer 

contends, the Overview describes TTS and STS systems; "the Overview claimed only that 

the company manufactured - and hence maintained physically-the proprietary payload;" 

the Overview merely indicated that "a 'turnkey aerostat' would be shipped to a buyer only 

when it had been developed;" the Overview reflects that "StratoComm has entered into 

contracts that are expected to result in TTS sales of $60 million dollars;" and, the 

Overview divulged that "[c]ontracts for sale were executed between StratoComm and 

system purchasers on two occasions." 

Taken together, the representations made in StratoComm's Executive Overview 

paint a clear picture that the TTS existed and multiple units had been sold for millions. 

This was not true. The use of cautionary language in the Overview does not shield 

defendants from liability. See SEC v. Meltzer, 440 F. Supp. 2d 179, 191 (E.D.N.Y. 

2006)(generalized disclosures of amorphous risks do not shield defendants' from liability). 

Moreover, any insulation from liability through the use of cautionary language does not 
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apply to "historical or present fact-knowledge" -- statements that a defendant knew was 

false when made, as was the case here. Id. at 191-92. In addition, a showing of investor 

reliance is not required to establish fraud. SEC v. Credit Bancorp, Ltd., 195 F. Supp. 2d 

475, 490-91 (S.D.N.Y. 2002). Thus, the fact that a select few investors have attested that 

they were not mislead by the Overview is of no moment. See United States v. Elliot, 62 

F.3d 1304, 1308 (11th Cir. 1995). Accordingly, were the case to proceed to trial, there 

could be no conclusions other than that StratoComm's Executive Overview, like the press 

release in Platforms Wireless, is "deceptive, an absolute and unequivocal falsehood." 

Platforms Wireless, 617 F.3d at 1095. 

C. May 5, 2009 Press Release 

On May 5, 2009, StratoComm issued a press release announcing that it would 

"turn on" of its first system. In the months leading up to this press release, StratoComm 

had stated publicly that it anticipated that "the first TTS unit will likely be in service by the 

first quarter 2009." The May 5, 2009 press release stated that StratoComm was preparing 

to send engineers to Cameroon "for installation of StratoComm's first commercial wireless 

telecommunications system." The press release described testing of the system at the 

company's facilities in New Jersey and the scheduled departure of the "installation and 

training team." It emphasized that testing would ensure "efficient installation and reliable 

operation with system turn on." 

In light of the surrounding circumstances, and in particular, StratoComm's public 

statement that it anticipated that the first TTS would be in service at the beginning of 2009, 

this press release implied that StratoComm was installing its TTS in Cameroon. It was not. 
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The system to be installed in Cameroon was not the TTS, but a much more rudimentary 

system involving the placement of an antenna on a radio tower. There is no merit to 

defendants' contention with respect to the May 5, 2009 press release that a "reasonable 

investor familiar with StratoComm's prior disclosures would read" it in a certain way and 

would figure out the truth. StratoComm Memo at 10. As indicated above, investors are 

not generally required to look beyond a given document to discover what is true and what 

is not. 

Based on the undisputed evidence, a reasonable fact finder could only conclude 

that StratoComm's failure to disclose the material facts regarding the nature of the system 

installed in Cameroon was misleading. 

2. Materiality 

Information is material if there is a "substantial likelihood that a reasonable person 

would consider it important in deciding whether to buy or sell shares." Azrielli v. Cohen 

Law Offices, 21 F.3d 512, 518 (2d Cir. 1994); SEC v. Universal Express, Inc., 475 F. 

Supp. 2d 412, 423 (S.D.N.Y 2007). An omitted fact is material ifthere is "a substantial 

likelihood that the disclosure of the omitted fact would have been viewed by the 

reasonable investor as having significantly altered the 'total mix' of information made 

available." TSC Indus., Inc. v. Northway, Inc., 426 U.S. 438, 449, 96 S.Ct. 2126, 2132 

(1976). Statements related to whether a company has a product to sell are material as a 

matter of law. SEC v. Enter. Solutions, Inc., 142 F. Supp. 2d 561, 577 (S.D.N.Y. 2001) 

("[w]hether the company actually had products to sell is clearly relevant information to a 

potential investor."). This is particularly true for development-stage companies. "A 

21 




Case 1:11-cv-01188-TJM-CFH Document 61 Filed 02/19/14 Page 22 of 37 

finished, tested product is almost certainly the single most important piece of information 

for an investor deciding whether to invest in a start-up company." Platforms Wireless, 617 

F.3d at 1095. 

The false and misleading statements in StratoComm's press releases and the 

Executive Overview were material. StratoComm's statements falsely portrayed it as a 

development-stage company that had progressed to the operational stage with a finished 

product and sales, when it had not. These misstatements are material bause they relate to 

whether the company has a product to sell and a viable business model. See Enter. 

Solutions, 142 F. Supp. 2d at 577. 

A. Maker of the Statement 

StratoComm made the false and misleading statements in the press releases and 

the Executive Overview. See Janus Capital Group, Inc. v. First Derivative Traders, 131 S. 

Ct. 2296, 2302 (2011 )(with respect to material misstatements under Exchange Act Rule 

1 Ob-5(b ), "the maker of a statement is the person or entity with ultimate authority over the 

statement, including its content and whether and how to communicate it."); SEC v. Stoker, 

865 F. Supp. 2d 457, 463 (S.D.N.Y. 2012).7 Each of the press releases identify 

StratoComm as its "source." Acting within the scope of his authority as StratoComm's 

7 ("To begin with, [Section 17(a)], on its face, does not state that a defendant must obtain the funds 
personally or directly. On the contrary, all three prongs of liability under Section 17(a) are preceded by the 
common modifier "directly or indirectly." It would be contrary to this language, and to the very purpose of 
Section 17(a), to allow a corporate employee who facilitated a fraud that netted his company millions of 
dollars to escape liability for the fraud by reading into the statute a narrowing requirement not found in the 
statutory language itself. As the Supreme Court has repeatedly stated, "Congress intended securities 
legislation enacted for the purpose of avoiding frauds to be construed 'not technically and restrictively, but 
flexibly to effectuate its remedial purpose.' "Affiliated Ute Citizens of Utah v. United States, 406 U.S. 128, 
151, 92 S. Ct. 1456, 31 L.Ed.2d 741 (1972) (quoting SEC v. Capital Gains Research Bureau, 375 U.S. 180, 
195, 84 S.Ct. 275, 11 L. Ed.2d 237 (1963)).") 
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CEO, Shearer drafted, authorized and disseminated each release. Thus, StratoComm is 

the entity with ultimate control over the statements in the press releases, including their 

"content and whether and how to communicate it." Janus Capital Group, 131 S. Ct. at 

2302. 

StratoComm also made the false and misleading statements in the Executive 

Overview. The Executive Overview itself states that StratoComm prepared it with the 

assistance of Crystal Research Associates. StratoComm's logo appears on every page 

and the company's contact information appears at the top of the first page. 

StratoComm had ultimate control over the Executive Overview's content and whether and 

how to communicate it. StratoComm paid for the Executive Overview, and Shearer, as 

StratoComm's CEO, approved the final version. Thus, StratoComm made the false and 

misleading statements in the press releases and the Executive Overview. 

3. Statements Made in Connection with the Offer, Purchase or Sale of 
Securities 

Courts construe broadly the "in connection with" element of Section 1 O(b), Rule 

10b-5, and Section 17(a). SEC v. Credit Bancorp, Ltd., 195 F. Supp. 2d 475, 491 

(S.D.N.Y. 2002); SEC v. Hasha, 784 F. Supp. 1059, 1106 (S.D.N.Y.1992). To establish 

that fraudulent conduct satisfies the "in connection with" requirement, "[i]t is enough that 

the scheme to defraud and the sale of securities coincide." SEC v. Zandford, 535 U.S. 

813, 822, 122 S. Ct. 1899, 1904 (2002). The "in connection with" requirement is satisfied 

whenever "assertions are made ... in a manner reasonably calculated to influence the 

investing public, e.g., by means of the financial media ...." SEC v. Texas Gulf Sulfur 

Co., 401 F.2d 833, 862 (2d Cir. 1968). Applying this standard, courts 
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have concluded that publicly-disseminated press releases, research reports, and website 

representations that contain materially false and misleading statements regarding an 

issuer of securities satisfies the "in connection with" requirement. See, e.g., SEC v. Rana 

Research, Inc., 8 F.3d 1358, 1362 (9th Cir. 1993); see also Rowinski v. Salomon Smith 

Barney Inc., 398 F.3d 294 (3d Cir. 2005) (statements made in a research report satisfied 

the "in connection with" requirement under Section 10(b)); SEC v. DC/ Tefecomm., Inc., 

122 F. Supp. 2d 495, 499-500 (S.D.N.Y. 2000) (statements in press releases and website 

content satisfy the "in connection with" requirement). 

The November 20, 2007 and January 29, 2008 press releases and the Executive 

Overview were posted on StratoComm's website. The Executive Overview also was 

posted on the Crystal Research Associates website. During the same time that 

StratoComm disseminated the press releases and Executive Overview, it sold 

approximately 62 million shares of stock. In addition, during this time StratoComm's 

shares were quoted on the over-the-counter market and were purchased and sold by 

investors. Thus, a reasonable fact finder could only conclude that StratoComm made the 

false and misleading statements in a manner reasonably calculated to influence investors, 

and the statements coincided with the offer and sale of the company's stock. Accordingly, 

the statements were made "in connection with" the offer, purchase or sale of securities. 

4. False and Misleading Statements Made With Scienter 

Scienter under Section 1 O(b) "refers to a mental state embracing intent to deceive, 

manipulate, or defraud." Ernst & Ernst v. Hochfelder, 425 U.S. 185, 193 n.12, 96 S. Ct. 

1375, 1381 (1976). Scienter may be established by knowing misconduct or reckless 
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disregard for the truth. SEC v. McNulty, 137 F.3d 732, 741 (2d Cir. 1998). Recklessness 

is "an extreme departure from the standards of ordinary care ... to the extent that the 

danger was either known to the defendant or so obvious that the defendant must have 

been aware of it." Rolf v. Blyth, Eastman Dillon & Co., 570 F.2d 38, 47 (2d Cir. 1978). 

Furthermore, "[r]epresenting information as true while knowing it is not, recklessly 

misstating information, or asserting an opinion on grounds so flimsy as to belie any 

genuine belief in its truth, are all circumstances sufficient to support a conclusion of 

scienter." SEC v. Universal Express, Inc., 475 F. Supp. 2d 412, 424 (S.D.N.Y. 2007). The 

scienter of a company's officer may be attributed to the company where he was acting 

within the scope of his apparent authority. Adams v. Kinder-Morgan, Inc., 340 F.3d 1083, 

1106-07 (10th Cir. 2003); Universal Express, Inc., 475 F. Supp. 2d 412, 424 n.4 (S.D.N.Y. 

2007). 

The incontrovertible record shows that StratoComm and Shearer made materially 

false and misleading statements with scienter. For example, as a development stage 

company, StratoComm (through its Chief Executive Officer Shearer, who prepared and/or 

wrote the statements at issue), stated in its November 7, 2007 and January 29, 2008 

press releases that it was a "provider" of "telecommunication infrastructure technologies." 

In its Executive Overview, StratoComm also stated that its TTS units [part of its alleged 

telecommunication infrastructure technologies] are "presently available"; expansively 

described, in the present tense, the dimension and performance of TTS; and stated that 

much of the company's resources were devoted to supporting its "installed TTSs." These 

statements made by StratoComm (through Shearer) are indisputably false and misleading 
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in that StratoComm and Shearer have conceded through their admissions to the 

Commission's Statement of Material Facts that StratoComm had not provided 

telecommunication infrastructure technologies to anyone and TTS was neither "presently 

available" nor "installed" anywhere at the time these press releases and the Executive 

Overview were issued. See PSOF 1T1T 25-30, 49, 63, 84-87; StratoComm's Response to 

PSOF at 3-7 (admitting PSOF 1T1T 25-30, 45, 49, 59, 63, 75-77, 84-87); Shearer Response 

to PSOF at 4-7, 9 (same). These undisputed statements, together with the November 20, 

2007 and January 29, 2008 press releases announcing two "sales" worth $60 million 

(which were, at best, signing of some contracts where no money ever exchanged hands), 

leave an indelibly false and misleading impression that the company had a developed, 

tested, and presently available product when, in fact, it did not. See SEC v. Gabe/Ii, 653 

F.3d 49, 57 (2d Cir. 2011) (explaining that '"half-truths' literally true statements that 

create a materially misleading impression - will support claims for securities fraud") 

(emphasis supplied), rev'd on other grounds sub nom., Gabe/Ii v. SEC, 133 S. Ct. 1216 

(2013). 

Furthermore, in its Executive Overview, StratoComm stated that its TTS 

units [part of its alleged telecommunication infrastructure technologies] are "presently 

available"; expansively described, in the present tense, the dimension and performance of 

TTS; and stated that much of the company's resources were devoted to supporting its 

"installed TTSs." These statements made by StratoComm (through Shearer) are 

indisputably false and misleading. 

A reasonable fact finder could only conclude that in preparing and disseminating 

the press releases and Executive Overview which contained the referenced false and 
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misleading statements regarding the existence of the TTS, Shearer engaged in knowing 

misconduct. As the founder, CEO and sole director of StratoComm, Shearer was aware 

that StratoComm had no operational TTS units. Specifically, at all times relevant to this 

action, Shearer knew that StratoComm: (1) had never built a TTS; (2) had never had the 

parts to build a TTS; (3) had never had the money needed to acquire the parts to build a 

TTS; (4) never tested an operational prototype; and (5) had never exchanged a TTS for 

money. In addition, at the time that he drafted the November 2007 and January 2008 

press releases, Shearer knew that StratoComm had not provided "telecommunications 

infrastructure technologies" to any person or entity. Thus, a reasonable fact finder could 

only conclude that Shearer engaged in knowing misconduct when he drafted and 

disseminated the press releases and Executive Overview, portraying StratoComm as a 

company that had a finished, tested product and multi-million-dollar TTS sales. 

Likewise, a reasonable fact finder could only conclude that Shearer engaged in 

knowing misconduct in that the November 2007 and January 2008 press releases falsely 

described StratoComm as a "provider" of "telecommunications infrastructure 

technologies." As StratoComm's CEO and sole director who acted within the scope of his 

authority, Shearer's scienter is imputed to StratoComm. Adams, 340 F.3d at 1106-07. 

5. Involvement of Interstate Commerce, the Mails, or a National 
Securities Exchange 

Finally, there can be no dispute that the press releases and Executive Overview 

were used in connection with the interstate sale of securities by telephone, over the 
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internet,8 and publicly traded and quoted on the electronic quotation system formerly 

known as the Pink Sheets. 

Thus, the Commission has established all five elements of its claims brought under 

of Section 17(a)(1) of the Securities Act, Section 1 O(b) of the Exchange Act, and Rule 

1Ob-5 thereunder. 

C. Liability Under Section 10(b) and Rule 10b-5 as a Controlling Person 

Exchange Act Section 20(a) provides that: 

[e]very person who, directly or indirectly, controls any person liable under any 
provision of this title or of any rule or regulation thereunder shall also be liable 
jointly and severally with and to the same extent as such controlled person to any 
person to whom such controlled person is liable, unless the controlling person 
acted in good faith and did not directly or indirectly induce the act or acts 
constituting the violation or cause of action. 

15 U.S.C. § 78t. 

The SEC makes a prima facie case of liability under Section 20(a) by proving: "(1) a 

primary violation by a controlled person; (2) control of the primary violator by the 

defendant; and (3) that the controlling person was in some meaningful sense a culpable 

participant in the primary violation." Boguslavsky v. Kaplan, 159 F.3d 715, 720 (2d Cir. 

1998) (interior quotation marks and citation omitted). Control may be established by 

showing that the defendant possessed the "power to direct or cause the direction of the 

management and policies" of the controlled entity, "whether through the ownership of 

voting securities, by contract, or otherwise." 17 C.F.R. § 240.12b-2 (defining control); see 

a/so In re Take-Two Interactive Sec. Litig., 551 F. Supp. 2d 247, 306 (S.D.N.Y. 2008). 

8While employed by StratoComm, Danzig used his e-mail addresses 
cdanzig@stratocomm.net and to conduct StratoComm business. 
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Once the Commission establishes a prima facie case of Section 20(a) liability, the burden 

shifts to the defendant to prove that he acted in good faith or "did not directly or indirectly 

induce the act or acts constituting the violation" First Jersey Secs., Inc., 101 F.3d at 1473 

(quoting 15 U.S.C. § 78t). 

The Commission has established a prima facie case against Shearer under 

Exchange Act Section 20(a) because it is undisputed that he controlled StratoComm. He 

founded the company and was the Chief Executive Officer and sole member of the Board 

of Directors. Shearer also was StratoComm's largest beneficial shareholder. 

StratoComm's primary violations of the securities laws are demonstrated above. 

Furthermore, Shearer was a culpable participant in the company's issuance of the 

misleading press releases because he wrote them and he knew that StratoComm had 

never constructed a TTS and did not have the means to do so. Shearer was a culpable 

participant in the company's misstatements in the Executive Overview because he 

arranged for it to be produced, reviewed it, and approved it. Shearer has not rebutted the 

Commission's prima facie case and, and thus is liable under Section 20(a) as a 

"controlling person" of StratoComm. 

D. Aiding and Abetting Violations of Exchange Act Section 10(b) and Rule 
10b-5 

Exchange Act Section 20(e) permits the SEC to bring a civil enforcement action for 

aiding and abetting securities fraud against "any person that knowingly provides 

substantial assistance" to a primary violator of the securities laws. 15 U.S.C. § 78t(e); 

SEC v. Apuzzo, 689 F.3d 204, 211 (2d Cir. 2012). Aiding and abetting liability under the 

federal securities laws has three elements: (1) the existence of a securities law violation by 
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the primary violator; (2) knowledge of the violation on the part of the aider and abettor; and 

(3) "substantial assistance" by the aider and abettor in achieving the primary violation. 

Apuzzo, 689 F .3d 204 at 211. 

In light of the uncontested facts in this matter, a reasonable fact finder could only 

conclude that Shearer aided and abetted StratoComm's violations of Section 1O(b). He 

knew that the press releases and the Executive Overview were materially misleading. 

Specifically, he knew that StratoComm: (1) had never built a TTS; (2) had never had the 

parts to build a TTS; (3) had never had the money needed to acquire the parts to build a 

TTS; (4) had never tested an operational prototype; and (5) had never exchanged a TTS 

for money. In addition, when he drafted the November 2007 and January 2008 press 

releases, Shearer knew that StratoComm had not provided "telecommunications 

infrastructure technologies" to any person or entity. Shearer substantially assisted 

StratoComm's violations because he wrote the press releases and authorized their public 

distribution. In addition, Shearer arranged for the production of the Executive Overview, 

reviewed it, approved it, and authorized its dissemination. 

A reasonable fact finder could also only conclude that Danzig aided and abetted 

StratoComm's violations of Section 1O(b) of the Exchange Act and Rule 1Ob-5 thereunder 

in connection with the Executive Overview. He knew that the Executive Overview 

contained materially misleading statements. Specifically, Danzig knew that, contrary to 

the representations in the Executive Overview, StratoComm did not have a TTS. Danzig 

substantially assisted the company's conduct because he referred potential investors to 

the Executive Overview posted on the internet and "used it as a selling tool." In this 

regard, Danzig referred investors to the Executive Overview on numerous occasions and 
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instructed a stock broker to use the Executive Overview in dealing with potential investors. 

Danzig also directed potential providers of public relations and investment banking 

services to the Executive Overview. Accordingly, Shearer and Danzig aided and abetted 

StratoComm's violations of Section 1 O(b) and Rule 1 Ob-5. 

E. Exchange Act Section 15(a) and Securities Act Section 17(a) 

1. Acting as an Unregistered Broker 

Section 15(a) of the Exchange Act makes it unlawful for a broker to effect any 

transaction in, or to induce or attempt to induce the purchase or sale of any security, 

unless such broker: (1) is registered with the Commission; (2) in the case of a natural 

person, is an associated person of a registered broker; or (3) satisfies the conditions for an 

exemption or safe harbor. Section 3(a)(4) the Exchange Act defines "broker" as any 

person "engaged in the business of effecting transactions in securities for the account of 

others." The SEC is not required to prove scienter to establish a violation of Section 15(a). 

SEC v. Martino, 255 F. Supp. 2d 268, 283 (S.D.N.Y. 2003). 

To demonstrate that someone is acting as a broker, the SEC is required to show a 

regularity of participation in securities transactions "at key points in the chain of 

distribution." Mass. Fin. Servs, Inc. v. Sec. Investor Prat. Corp., 411 F. Supp. 411, 415 (D. 

Mass. 1976) aff'd, 545 F.2d 754 (1st Cir. 1976). Among the activities that indicate that a 

person may be acting as a "broker" are: (1) solicitation of investors to purchase securities; 

(2) involvement in negotiations between the issuer and the investor; and (3) receipt of 

transaction based compensation. SEC v. Gagnon, No. 10-cv-11891, 2012 WL 994892, at 

*11 (E.D. Mich. March 22, 2012); SEC v. Hansen, No. 83 Civ. 3692, 1984 WL 2413, at *10 
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(S.D.N.Y. Apr. 6, 1984). 

Danzig acted as an unregistered broker in violation of Section 15( a) of the 

Exchange Act by regularly engaging in the business of effecting transactions in securities 

for the accounts of others in exchange for transaction-based compensation. As Director of 

Investor and Institutional Relations and Executive Director of Institutional Relations, 

Danzig's primary responsibility was to solicit investors to purchase StratoComm's 

securities. He contacted investors about buying StratoComm securities, relayed terms of 

the transactions and handled related paperwork. Danzig also received transaction-based 

compensation in the form of a discretionary bonus that depended on how much money he 

raised for StratoComm by selling its securities to investors. Accordingly, the undisputed 

facts in this case establish that Danzig acted as an unregistered broker. 

2. Section 17(a) of the Securities Act 

Pursuant to Section 17(a) of the Securities Act, it is unlawful in the offer or sale of 

any securities to use any means of interstate commerce or the mails to: (1) employ any 

device, scheme, or artifice to defraud, or (2) obtain money or property by means of any 

untrue statement of a material fact or any omission to state a material fact necessary in 

order to make the statements made, in light of the circumstances under which they were 

made, not misleading; or (3) engage in any transaction, practice, or course of business 

which operates or would operate as a fraud or deceit upon the purchaser. 15 U .S.C. § 

77q(a). Scienter is not an element of a violation of Section 17(a)(2) or (3). Aaron v. SEC, 

446 U.S. 680, 701-02, 100 S. Ct. 1945, 1958 (1980). 

Based on the undisputed evidence, Danzig violated Section 17(a)(1) of the 
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Securities Act by employing a fraudulent device (the Executive Overview) as "a selling 

tool" to market StratoComm's stock to investors and to convince investors of the 

"legitimacy" of the company. He either gave them a copy of the Executive Overview or 

referred them to Crystal Research Associates' website, where it was posted. Danzig 

made such referrals on numerous occasions. It is undisputed that Danzig knew the 

statements contained in the Executive Overview were false because he knew that the 

company did not have a TTS. PSOF 1f1f 113, 114. He violated Section 17(a)(2) by 

obtaining money or property by means of the untrue statements in the Executive 

Overview. His discretionary bonus was tied to the stock he sold, and he used the 

Executive Overview, which he knew contained untrue statements, as a "tool" to achieve 

those sales. Furthermore, he used the Executive Overview to solicit sales that generated 

funds for his employer, StratoComm. See Stoker, 865 F. Supp. 2d at 463 (concluding that 

Section 17(a)(2) is violated where the defendant obtained money or property for his 

employer while acting as its agent, or, alternatively, where the defendant personally 

obtained money indirectly from the fraud). Danzig violated Section 17(a)(3) by engaging in 

securities transactions and courses of business that operated as a fraud on StratoComm 

investors. 

F. Offering and Selling Securities in Unregistered Transactions 

Sections 5(a) and 5(c) of the Securities Act make it unlawful for any person to offer 

or sell any security through interstate commerce when no registration statement has been 

filed. 15 U.S.C. § 77e(a) and (c); SEC v. Kern, 425 F.3d 143 (2d Cir. 2005). The purpose 

of the registration requirement "is to protect investors by promoting full disclosure of 
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information thought necessary to informed investment decisions." SEC v. Ralston Purina 

Co., 346 U.S. 119, 124 (1953). 

Section 5 "imposes strict liability on offerers and sellers of unregistered securities" 

regardless of any degree of fault, negligence or intent on the seller's part. SEC v. Calvo, 

378F.3d1211, 1215 (11th Cir. 2004) (citation omitted); accord Aaron v. SEC, 446 U.S. 

680, 714 n. 5, 100 S. Ct. 1945, 64 L. Ed.2d 611 (1980)(a plaintiff need not also show 

scienter to prove a Section 5 violation). A defendant violates Section 5 if it is shown that 

he was a necessary participant or a substantial factor in the offering or selling of the 

unregistered securities. SEC v. Cavanagh, 445 F.3d 105 (2d Cir. 2006); Calvo, 378 F.3d 

at 1215; see also SEC v. Chinese Consol. Benev. Ass'n, Inc., 120 F.2d 738, 741 (2d 

Cir.1941 )( Liability for violations of Section 5 extends to those who have "engaged in steps 

necessary to the distribution of [unregistered] security issues."). 

To prove a violation of Section 5, the Commission must establishing three prima 

facie elements demonstrating that: (1) the defendant directly or indirectly sold or offered to 

sell securities; (2) through the use of interstate transportation or communication and the 

mails; and (3) when no registration statement was in effect. Cavanagh, 445 F.3d at 111 n. 

13; Cobalt Multifamily Investors I, LLC v. Arden, 857 F. Supp. 2d 349, 357-58 (S.D.N.Y. 

2011 ). A defendant may rebut this prima facie case by showing that the securities 

involved were not required to be registered. Ralston Purina Co., 346 U.S. at 126. 

It is undisputed that: (1) StratoComm offered and sold more than 62 million shares 

of stock to investors between late 2007 and April 2010; (2) StratoComm has never 

registered a securities offering with the Commission; (3) as StratoComm's CEO and sole 
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director, Shearer authorized StratoComm's stock sales and directed the transfer agent to 

issue stock certificates; and (4) Danzig marketed StratoComm's stock throughout the 

country by telephone, through e-mail, and in face-to-face meetings. In addition, Danzig 

served as the designated contact within StratoComm for investors, relayed the terms of 

stock sales, handled paperwork relating to stock sales, and facilitated the issuance of 

shares. Thus, StratoComm offered and sold stock in unregistered transactions and 

Shearer and Danzig were necessary participants in those offerings. Accordingly, the 

Commission has established the prima facie elements of Section 5 liability with respect to 

StratoComm, Shearer and Danzig. 

Defendants assert that they did not comply with the federal securities registration 

requirements because StratoComm was engaged in an exempted "private offering" only, 

and as a result, the SE C's unregistered claims (under Section 5 of the Securities Act) 

against them fail. See StratoComm Memo at 15-17; Shearer Memo at 21-24. 

Registration exemptions are construed strictly to promote full disclosure of 

information for the protection of the investing public. Cavanagh, 445 F.3d at 115. The test 

for whether an offering is an exempt "private offering" under Section 4(2) is whether the 

offerees could "fend" for themselves, and whether the offerees had access to the same 

information that registration would provide. Ralston Purina Co., 346 U.S. at 125-27. A 

number of factors are considered, including, the number of offerees, the relationship of the 

offerees to each other and the issuer, the manner of the offering (that is, solicitation), 

information disclosure or access, and the sophistication of the offerees. SEC v. Life 

Partners, Inc., 912 F. Supp. 4, 10 (D.D.C. 1996). The party claiming the exemption must 
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show that it is met not only with respect to each purchaser, but also with respect to each 

offeree. Life Partner, 912 F. Supp. at 10. 

Given the record in this case, defendants fail to establish entitlement to this 

exemption. First, there is no merit to defendants' argument that the exemption applies 

simply because StratoComm's securities were offered only to its existing shareholders. 

See SEC v. Sunbeam Gold Mines Co., 95 F.2d 699, 702 (9th Cir. 1938) ("We therefore 

hold that an offering of securities under the Securities Act of 1933 may be a public offering 

though confined to stockholders of an offering company, a fortiori where the offerees 

include the stockholders of another company, though seeking to become stockholders of 

the offerer."). Second, defendants have failed to produce evidence of the required exact 

number and identity of all offerees. Life Partners, Inc., 912 F. Supp. at 10 (citing Western 

Fed. Corp. v. Erickson, 739 F.2d 1439, 1442 (9th Cir. 1984)) ("To claim the private offering 

exemption, evidence of the exact number and identity of all offerees must be produced"). 

Third, defendants admitted to all of the Commission's Statement of Material Facts relating 

to StratoComm's unregistered stock sales, including the SMFs showing that StratoComm 

offered and sold stock to investors who were not accredited, that many of StratoComm's 

shareholders were inexperienced with investing, and that StratoComm never prepared 

audited financial statements or provided an offering memorandum to investors. See PSOF 

iT1T 5-6, 118-122; StratoComm's Response to PSOF at 2, 9 (admitting PSOF iTiT 5-6, 118­

122); Shearer Response to PSOF at 2, 11 (same). Consequently, the Court finds there 

exists no material issue of fact whether defendants have rebutted the Commission's prima 

facie demonstration Sections 5(a) and 5( c) violations. 
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IV. CONCLUSION 

For the reasons set forth above, the SEC's motion for partial summary judgment 

imposing liability on defendants on each claim in which the defendants are named [dkt. # 

25] is GRANTED. 

The parties may now present evidence to the Court, by way of separate motion 

and/or proceeding, regarding appropriate relief to be awarded. 

IT IS SO ORDERED. 

Dated:February 19, 2014 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 

v. 1:11-CV-1188 

STRATOCOMM CORPORATION, 
ROGER D. SHEARER, and 
CRAIG DANZIG, 

Defendants. 

THOMAS J. McAVOY, 

Senior United States District Judge 


DECISION & ORDER 

I. INTRODUCTION 

This is a civil enforcement action brought by the Securities and Exchange 

Commission ("the SEC" or "the Commission") against StratoComm Corporation 

("StratoComm"), Roger D. Shearer ("Shearer"), and Craig Danzig ("Danzig"). The Court 

previously granted the SEC's motion for partial summary judgment as to liability against 

each Defendant on all claims. See 02/19/14 Dec. & Ord. ("Order"). The SEC now moves 

for judgment imposing various forms of relief as requested in the Complaint. Dkt. # 62. 

StratoComm and Shearer have opposed the relief, dkt. # 65, dkt. # 67, 1 and the SEC has 

1Danzig, who is proceeding prose, failed to file any response. The SEC has provided proof of 
service of its motion on him. The Court will deem the motion unopposed as to Danzig, but will still examine 

(continued... ) 
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replied. Dkt. # 70. The Court has considered all of the submission and decides the pending 

motion without the need for oral argument or a hearing. 

II. BACKGROUND 

The SEC alleged in its Complaint that StratoComm, a development stage company 

whose penny stock traded on the Pink Sheets; its founder and Chief Executive Officer, 

Shearer; and its Executive Director of Institutional Relations, Danzig, committed securities 

fraud and registration violations in the offer and sale of StratoComm stock. As to relief for 

each Defendant, the SEC requested permanent injunctions from future violations of the 

federal securities laws; disgorgement of ill-gotten gains with prejudgment interest; and civil 

penalties. In addition, the Commission sought permanent penny stock bars against Shearer 

and Danzig, and a permanent officer and director bar against Shearer. 

After discovery, the SEC moved for partial summary judgment as to liability against 

each Defendant on all claims, including the fraud claims. The Commission argued that the 

undisputed facts showed that from November 2007 through April 2010, StratoComm, acting 

at Shearer's direction and with Danzig's assistance, knowingly issued and distributed 

several fraudulent public statements (three press releases and a marketing document called 

"Executive Informational Overview" or "Executive Overview") designed to portray 

StratoComm as a successful company that had developed, manufactured and sold 

sophisticated telecommunications equipment called the Transitional Telecommunications 

1(. ..continued) 

whether the motion is facially meritorious. 
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System ("TTS")2 to countries in the developing world for tens of millions of dollars, and that 

it was developing a Stratospheric Telecommunications System ("STS"), including 

solar-powered equipment to be stationed in the stratosphere 65,000 feet above ground. 3 It 

is also undisputed, however, that StratoComm has never actually built a TTS; had never 

tested an operational prototype of a TTS; had never had all of the parts to construct a TTS; 

had never possessed an aerostat; had never had the funds to acquire an aerostat; has 

never exchanged a TTS for money; had never received a deposit on a TTS; had no paying 

customers; and had no revenues. Instead, its existence depended upon its ability to sell its 

securities to investors. The Commission further contended that the undisputed record 

showed that the Defendants sold approximately 62 million shares of StratoComm's stock to 

over 100 investors through illegal, unregistered stock offerings and that Danzig, who led the 

charge in selling StratoComm's stock, was not even registered as a broker. 

The Court granted the SEC's motion, imposing liability on the Defendants on each 

claim in which the Defendants are named. See Order. The Court held that StratoComm, 

Shearer, and Danzig violated and/or aided and abetted in violating various antifraud 

provisions of the federal securities laws, including Section 1 ?(a) of the Securities Act and/or 

Section 10(b) of the Exchange Act. See id. at 14-33. In addition, the Court found that all 

2According to the SEC, StratoComm described its TTS as consisting primarily of an antenna system 
suspended from a blimp ("aerostat") tethered to the ground. PSOF if 20. Defendants StratoComm and 
Shearer denied this statement and contended that "the transitional telecommunications system consists 
primarily of three components, including the users segment, the flight segment and the ground segment, 
each of which are composed of separate and distinct components .... The flight segment consists of the 
aerostat, tether, and mooring system." Shearer SOF if 20. It is undisputed that StratoComm stated that its 
TTS could provide 500,000 subscribers with broadband internet, wireless voice, or broadcast services. 

3StratoComm explained that the STS would be able to provide telecommunications services to three 
million customers in a 1,000 kilometer area, and that it was operating on two parallel tracks: (i) current 
production and sales of the TTS, and (ii) development of the stratospheric system. 
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Defendants violated Sections 5(a) and (c) of the Securities Act (for engaging in illegal, 

unregistered offerings); and Danzig violated Section 15( a) of the Exchange Act (for acting 

as an unregistered broker). See id. at 31-36. Finally, the Court found that Shearer was 

liable under Section 10(b) as a "controlling person" of StratoComm under Section 20(a) of 

the Exchange Act. Id. at 29. More specifically, the Court found that StratoComm's four 

public statements at issue (from November 2007 to May 2009) were materially false and 

misleading. The Court further found that each Defendant acted knowingly in violating and/or 

aiding and abetting violations of the anti-fraud provisions of the federal securities laws. 

Order at 25 ("The incontrovertible record shows that StratoComm and Shearer made 

materially false and misleading statements with scienter"); 26-27 ("A reasonable fact finder 

could only conclude that in preparing and disseminating the press releases and Executive 

Overview which contained the referenced false and misleading statements ... , Shearer 

engaged in knowing misconduct"); 30 (finding that Shearer and Danzig aided and abetted 

StratoComm's violations of Section 1 O(b) of the Exchange Act and Rule 1 Ob-5 thereunder 

with scienter; "Shearer knew that the press releases and the Executive Overview were 

materially misleading"; "[Danzig] knew that the Executive Overview contained materially 

misleading statements"), 32-33 ("based upon the undisputed evidence, Danzig violated 

Section 17(a)(1) of the Securities Act by employing a fraudulent device (the Executive 

Overview) as a 'selling tool' to market StratoComm's stock to investors and to convince 

investors of the 'legitimacy' of the company"; "he used the Executive Overview, which he 

knew contained untrue statements, as a 'tool' to achieve those sales"). 
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Ill. DISCUSSION 

The SEC moves for a judgment imposing the relief it seeks in the Complaint. As 

indicated, StratoComm and Shearer oppose the motion. The Defendants' opposition, boiled 

to its core, is that all of the relief requested by the SEC is equitable in nature; thus, none is 

mandated by law but left to the sound discretion of the Court. Defendants argue that any 

exercise of discretion should weigh all of the relevant facts and circumstances and, when 

doing so, should yield lenient sanctions. Def end ants make two principle arguments. First, 

they assert that any violation of the securities law was unintentional; was derived from 

Shearer's fervent belief that he could and would provide an operational telecommunications 

product making StratoComm successful and yielding a return for its investors; and their 

actions did not result in any investors being "duped." Second, the result of this litigation 

has caused StratoComm and Shearer grave financial distress, thereby making any large 

financial payment an impossibility. The Court will address the sought-after relief, and the 

parties' positions, seriatim. 

a. Injunctions as to All Defendants 

The SEC seeks permanent injunctions against all three defendants preventing them 

from violating the securities laws in the future. Injunctive relief is expressly authorized by 

Congress to proscribe future violations of the federal securities laws. SEC v. Cavanagh, 155 

F.3d 129, 135 (2d Cir. 1998). An injunction should issue if the SEC can show that there is a 

substantial likelihood that the defendant will violate the securities laws in the future. See id. 

To determine such likelihood, courts consider the totality of the circumstances, including the 

fact that the defendant has been found liable for illegal conduct; the degree of scienter 
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involved; whether the infraction is an isolated occurrence; whether defendant continues to 

maintain that his past conduct was blameless; and whether, because of his professional 

occupation, the defendant might be in a position where future violations could be 

anticipated. See id; SEC v. Bass, 2011 WL 4344001, at *3 (N.D.N.Y. Sept. 14, 2011 ). 

1. Whether defendant has been found liable for illegal conduct. 

Defendants were found liable on each claim in which the they are named, including 

fraud/aiding and abetting fraud claims under Section 1 O(b) of the Exchange Act and Rule 

1Ob-5 thereunder and/or Section 17(a)(1) of the Securities Act. StratoComm and Shearer's 

attempts to re-litigate their previously rejected protestations of innocence are without merit. 

Shearer argues that StratoComm did possess a proprietary telecommunications payload in 

May 2008, and, therefore, the Court improperly rejected this contention in finding that 

StratoComm's public statements were false. See Order, p. 16;4 Shearer Decl.1f1f 18-19. 5 

4The Court wrote: 

On January 29, 2008, StratoComm issued another press release announcing the "sale" of a TTS unit 
in Madagascar for $15 million. This release, entitled "StratoComm Corporation Signs $15 Million 
System Sale Agreement," again described StratoComm as a "provider" of "telecommunications 
infrastructure technologies." The press release referred to the Madagascar "sale" as "StratoComm's 
most recent system sale." While Shearer contends that it was a logistical impracticality and financial 
impossibility to maintain a TTS unit "in stock" before a purchaser was acquired and paid a significant 
down payment for it, that does not change the misleading nature of the January 29, 2008 press 
release that indicated that a $15 million sale had occurred in Madagascar. Further, his current 
assertion that StratoComm "at all times possessed its proprietary telecommunications payload" or "it 
manufactured the proprietary telecommunications payload" is contradicted by his own prior sworn 
testimony to the SEC in May 2008. In this regard, Shearer testified that "[t]he payload is completely 
designed, yeah. We have not manufactured the first one yet." 5/22/2008 Shearer Investigative Test. 
at 90:5-6 (emphasis added). It is well settled that a party may not create a question of fact sufficient 
to defeat summary judgment by submitting an affidavit that contradicts prior sworn testimony. See 
Raskin v. Wyatt Co., 125 F.3d 55, 63 (2d Cir. 1997). 

Order, p. 16. 

5 Shearer asserts that when he testified "The payload is complete designed, yeah. We have not 
manufactured the first one yet," the statement was in reference to "a particular proposed system sale-and 

(continued... ) 
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However, and assuming, arguendo, that StratoComm possessed a proprietary 

telecommunications payload in May 2008, that does not negate the falsity of the many 

statements contained in StratoComm's November 20, 2007 Press Release; 6 its January 29, 

2008 Press Release; 7 its September 2, 2008 "Executive Informational Overview;"8 and its 

5
( ..•continued) 

while the particular payload for that particular sale had not yet been produced,StratoComm did then physically 
possess its proprietary payload ... at its facility in Eatontown, New Jersey." Shearer Decl.1[ 1[ 18-19. 

60n November 20, 2007, StratoComm issued a press release entitled "StratoComm Announces $45 
Million System Sale." This states that Evergreen ISP Platform, PLC "has contracted with StratoComm for the 
purchase of $45,000,000 of StratoComm Transitional System telecommunications equipment and services." 
The press release described StratoComm as a "provider" of "telecommunications infrastructure technologies" 
and stated that a "$45 million contract" was "awarded" to StratoComm by an entity in Cameroon for three TTS 
units and related services. However, it is undisputed that on November, 20, 2007, StratoComm had not 
provided telecommunications infrastructure technologies to any person or entity, and Shearer knew 
StratoComm did not have the funding in place to build a TTS. Thus, defendants conceded that when Shearer 
drafted the November 20, 2007 press release, he knew that StratoComm had not provided 
telecommunications infrastructure technologies to any person or entity. Moreover, StratoComm never 
received a monetary deposit or payment from Evergreen ISP Platform based upon the sale announced in the 
November 20, 2007 press release, and StratoComm never received any revenue based upon the sale 
referenced in the November 20, 2007 press release. 

7The January 29, 2008 press release announced the "sale," valued at $15 million, of "StratoComm's 
most recent system" and related services to StratoComm's joint venture partner in Madagascar, StratoComm 
Madagascar SA . The press release described StratoComm as a "provider" of telecommunications 
infrastructure technologies. Even assuming that StratoComm "at all times possessed its proprietary 
telecommunications payload" or that "it manufactured [a] proprietary telecommunications payload," there is no 
dispute that as of January 29, 2008, StratoComm had not provided telecommunications infrastructure 
technologies to any person or entity; StratoComm never received a monetary deposit or payment from 
StratoComm Madagascar SA based upon the sale announced in the January 29, 2008 press release; and 
StratoComm never received any revenue based upon the agreement referenced in the January 29, 2008 
press release. 

8The Executive Informational Overview stated that "StratoComm's aerostat is nearly 37 meters in 
length and 12 meters at its widest portion. It meets all U.S. Federal Aviation Administration (FAA) 
requirements, including the presence of an emergency flight termination system and proper lighting, and can 
carry a payload of up to 225 kilograms." The Executive Informational Overview further stated: 

The TTS is a tethered aerostat 37 meters in length positioned 1,500 meters above the region 
for which it provides telecommunications. Due to its proprietary payload designed in-house 
by StratoComm's Development Team, the TTS can support broadband Internet, wireless 
voice, or broadcast services (up to 100 video channels) for roughly 500,000 customers in an 
80-kilometer diameter area. 

The Executive Informational Overview described the TTS as "presently available," and stated that 
much of the company's resources were devoted to support of its "installed TTSs." Moreover, the Executive 

(continued ... ) 
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May 5, 2009 Press Release. 9 Because these false statements were likely to influence 

investor decisions, that were violative of the securities law even if some investors were not 

duped by them. This is because the SEC is not required to prove that a victim relied upon 

the defendants' omission or misrepresentation in making an investment decision in an 

enforcement action. See SEC v. Apuzzo, 689 F.3d 204, 213 (2d Cir. 2012). Thus, even 

assuming that there exists no evidence that any of the investors were actually duped into 

investing, that fact is of no moment on the issue of liability. 10 It should also be noted that 

Danzig was found to have acted as an unregistered broker in violation of Section 15(a) of 

the Exchange Act; and all Defendants were found to have violated Sections 5(a) and 5(c) of 

the Securities Act by offering and selling securities in unregistered transactions. 

In addition, the SEC has demonstrated that Shearer and Danzig are recidivist 

8
( .•.continued) 

Informational stated that, "[a]t present, the Company has sold three TTS aerostats to Cameroon [and] one to 
Madagascar ... " The Executive Informational Overview also stated that StratoComm was 
"presently selling" the TTS, that TTS units "have been sold ... for $60 million to date," and that its goal was to 
obtain "up to an additional $75 million in sales" by the end of 2008, which was less than four months after the 
Executive Informational Overview was issued. 

It is undisputed that when Shearer approved the Executive Informational Overview for public 
distribution, he knew that (1} StratoComm had never owned an aerostat; (2) StratoComm never had the 
funding to purchase an aerostat or build an operational TTS; (3) StratoComm has never delivered an 
operational TTS to any entity; (4) StratoComm had not installed a TTS; and (5) StratoComm had not received 
payment in connection with the sales agreements referenced in the November 20, 2007 and January 29, 
2008 press releases. Danzig reviewed the Executive Informational Overview before it was finalized. 

9The May 5, 2009 press release was entitled "StratoComm Corporation Schedules Initial System 
Turn On." This stated that "a team of engineers" was departing for Cameroon, "the location for installation of 
StratoComm's first commercial wireless telecommunications system." It described testing of the system at 
the company's facilities in New Jersey and the scheduled departure of the "installation and training team." It 
also emphasized that testing would ensure "efficient installation and reliable operation with system turn on." 
While it was conceded by the SEC that the reference in the press release to "StratoComm's first commercial 
wireless telecommunications system" was not to a TTS, the press release did not disclose that the system 
installed in Cameroon was not a TTS. Further, the press release did not disclose that the system installed in 
Cameroon was anchored to a tower. 

10Thus, even though Defendants have presented affidavits from 29 investors who claim they were not 
duped into investing, this does not negate liability. 
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violators of the securities laws. In this regard, it is undisputed that in 2001, Shearer was 

ordered by the SEC to cease and desist from future violations of Section 5(a) and 5(c) of 

the Securities Act for selling unregistered securities. See SEC Order Instituting 

Proceedings, Making Findings, and Imposing a Cease-and-Desist Order, Oct. 3, 2001 (SEC 

Ex. 1 ). The SEC has also demonstrated that Danzig was sanctioned by the State of 

Delaware in connection with unauthorized transactions in a customer account and was 

barred from obtaining a license to sell securities in New Jersey. See FINRA BrokerCheck 

Report for Craig Danzig at 6-8 (discussing the Delaware and New Jersey regulatory 

proceedings against Danzig) (SEC Exhibit 3). All considered, this factor weighs in favor of 

injunctive relief. 

2. The degree of scienter involved. 

Scienter is "a mental state embracing intent to deceive, manipulate, or defraud." 

Ernst & Ernst v. Hochfelder, 425 U.S. 185, 193 & n. 12 (1976). The Court found that each 

Defendant knowingly violated, and/or aided and abetted violations of, the anti-fraud 

provisions of the federal securities laws. Order at 26-27 ("A reasonable fact finder could 

only conclude that in preparing and disseminating the press releases and Executive 

[Informational] Overview which contained the referenced false and misleading statements 

... ,Shearer engaged in knowing misconduct"); 27 ("As StratoComm's CEO and sole 

director who acted within the scope of authority, Shearer's scienter is imputed to 

StratoComm"); 30 (finding that Shearer aided and abetted StratoCom m's violations of 

Section 1 O(b) of the Exchange Act and Rule 1 Ob-5 thereunder with scienter; "Shearer knew 

that the press releases and the Executive Overview were materially misleading"). Further, 
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and contrary to Shearer's suggestion, there is no requirement that a defendant must act 

"intentionally" to be permanently enjoined. See, e.g., Bass, 2011 WL 4344001, at *4 

(defendants' acting with the requisite level of scienter -- that is, knowingly in that case -­

under the Securities and Exchange Acts was sufficient for permanent injunctions). This 

factor weighs in favor of injunctive relief. 

3. Whether the infraction is an isolated occurrence. 

The Court found that StratoComm and Shearer falsely portrayed StratoComm as a 

development-stage company that had progressed to the operational stage with a finished 

product and sales, when it had not. Order at 22. StratoCom m had no products, no paying 

customers, and no revenues; its existence depended on its ability to sell securities to 

investors. Order at 2, 22. The Court also found that the fictitious portrayal was advanced 

through a series of materially false and misleading public statements (three press releases 

and Executive Informational Overview) over the course of almost two and half years, 

whereby StratoComm received approximately $4 million from selling its penny stock to more 

than 100 investors. Order at 3, 15-27. Contrary to Defendant's arguments, the instant 

infractions were not isolated occurrences but rather appeared to be a part of a long-

standing and somewhat elaborate scheme to defraud investors. Moreover, Danzig was 

found to have acted as an unregistered broker, and all Defendants were found to have 

violated the Securities Act by offering and selling securities in unregistered transactions. 

This factor weighs in favor of injunctive relief. 

4. Whether the defendant continues to maintain that his past conduct 
was blameless. 

Defendants argue, inter a/ia, (a) that StratoComm and Shearer's false and 
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misleading public statements were immaterial; (b) that Shearer, StratoComm's CEO and 

sole member of its Board of Directors, "at all times has operated with the success of the 

company in mind;" and (c) that Shearer did not have the appropriate scienter to commit any 

wrongdoing. The arguments are contradicted by the Court's decision in this matter. 

Further, the securities laws that were violated here are intended to protect the unknowing, 

unsophisticated investor. A party's good faith intentions, no matter how valid, do not allow a 

party to run afoul of the law without repercussions. Moreover, Defendants' protestation of 

innocence is a factor that weighs in favor of the sought-after injunctive relief. See SEC v. 

Lorin, 76 F.3d 458, 461 (2d Cir. 1996) ("[T]he court may properly view a culpable 

defendant's continued protestations of innocence as an indication that injunctive relief is 

advisable."). This factor weighs in favor of injunctive relief. 

5. Whether, because of his professional occupation, the defendant 
might be in a position where future violations could be anticipated. 

StratoComm and Shearer do not pledge to forego future opportunities to engage in 

additional securities fraud violations. Rather, Shearer argues that StratoComm, which has 

"no products, no paying customers, and no revenues," must continue to maintain its website 

(http://www.stratocomm.net) to "secur[e] a moneyed purchaser of the telecommunications 

systems it has been marketing for many years." Further, and far from pledging to refrain 

from rasing funds from investors, StratoComm and Shearer merely claim that they would 

obtain "competent" legal counsel if they seek investments in the future. These arguments 

do not militate against the issuance of an injunction against StratoComm and Shearer. 

Moreover, as indicated above, the SEC has demonstrated that Shearer and Danzig 

are recidivist violators of the securities laws. The Court finds that this factor weighs in favor 
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of injunctive relief. 

6. Totality of the circumstances 

Based upon the totality of the circumstances, the Court finds that StratoComm, 

Shearer, and Danzig should be permanently enjoined from violating the federal securities 

laws on which they were found to be liable. E.g., SECv. Zwick,, 2007 WL 831812, at *19 

(S.D.N.Y. Mar. 16, 2007) (citing SEC v. Manor Nursing Ctrs., Inc., 458 F.2d 1082, 1103 (2d 

Cir. 1972)). 

b. Disgorgement and Prejudgment Interest as to All Defendants 

The SEC seeks disgorgement and prejudgment interest from all three defendants. 

Courts have broad equity powers to order the disgorgement of "ill-gotten gains" obtained 

through the violation of the securities laws and, if ordered, in calculating the disgorgement 

amount. SEC v. First Jersey Secs., Inc, 101 F.3d1450, 1474-75 (2d Cir. 1996); SEC v. Bass, 

2012 WL 5334743, at *2 (N.D.N.Y. Oct. 26, 2012) ("Bass//"). Disgorgement is designed to 

deprive a wrongdoer of unjust enrichment, and to deter others from violating securities laws 

by making violations unprofitable. First Jersey, 101 F.3d at 1474. 

In calculating disgorgement, a "reasonable approximation of profits causally 

connected to the violation" is sufficient and "any risk of uncertainty [in calculating 

disgorgement] should fall on the wrongdoer whose conduct created that uncertainty." Id. at 

1475 (brackets in original); Bass II, 2012 WL 5334743, at *3 (same). Once the SEC has 

shown a reasonable approximation, the burden shifts to the defendant to demonstrate that 

the SEC's proffered disgorgement amount was not a reasonable approximation. SEC v. 

First City Fin. Corp., Ltd, 890 F.2d 1215, 1232 (D.C. Cir. 1989). 
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Courts have the discretion to find joint and several liability of disgorgement when two 

or more defendants have collaborated to violate the securities laws, particularly when a 

defendant is found liable as a "controlling person" of another defendant entity under Section 

20(a) of the Exchange Act. See First Jersey, 101 F.3d at 1475 (upholding disgorgement on 

a joint and several basis of a firm and owner/chief executive officer where a firm received 

gains through its unlawful conduct and where its owner and chief executive officer has 

collaborated in that conduct and has profited from the violations). 

Disgorgement typically includes prejudgment interest, such that wrongdoers do not 

profit from their illegal conduct. See First Jersey, 101 F.3d at 1476; Bass//, 2012 WL 

5334743, at *3 ("Requiring payment of interest prevents a defendant from obtaining the 

benefit of what amounts to an interest free loan procured as a result of illegal activity.") 

(quoting SEC v. Moran, 944 F. Supp. 286, 295 (S.D.N.Y. 1996)). Prejudgment interest is 

computed according to the underpayment rate used by the Internal Revenue Service 

pursuant to 26 U.S.C. § 6621 (a)(2). See First Jersey, 101 F.3d at 1476. 

In support of disgorgement and prejudgment interest, the SEC has offered the 

declaration of Brad Mroski, an Assistant Chief Account in the Division of Enforcement of the 

United States Securities and Exchange Commission, and a Certified Public Accountant 

licensed in the states of Colorado and Texas. He has been employed by the SEC for more 

than three years, and prior to that engaged in forensic accounting and auditing for an 

international accounting and consulting firm for almost 10 years. Based upon his review of 

the evidence in this matter (as more fully set forth in his declaration), Mroski concludes that 

the total amount of investor deposits into StratoComm's bank accounts for the period of 
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November 21, 2007 through April 30, 2010 was approximately $4,086,245.00. It is this 

amount that the SEC contends should be disgorged jointly and severally by StratoComm 

and Shearer. Mroski concludes that prejudgment interest on the $4,086,245.00 amount, 

calculated using the IRS's underpayment rate, is approximately $882,464.68. See 

Declaration of Brad Mroski, im 3, 5-6, 9-11 (discussing his review and methodology for 

calculating disgorgement and prejudgment interest). 

Mroski also concludes that, based on his review of StratoComm's annual ledgers for 

2008, 2009 and 2010 from which he was able to isolate entries representing withdrawals for 

Shearer's benefit, and deducting the repayment amount from the calculation of total 

withdrawals, that Shearer was paid $404,746.67 from StratoComm for the period January 2, 

2008 through April 24, 2010. See Declaration of Brad Mroski, if 7. However, the SEC 

argues that StratoComm and Shearer should be held to pay the total amount of 

disgorgement and prejudgment interest on a joint and several basis (not that Shearer 

should be responsible for disgorgement in the amount of the payments he received from 

StratoComm11 
) because StratoComm and Shearer (as StratoComm's "controlling person") 

were essentially acting as alter egos of each other, see Order at 22-23, 25-27, 29, and were 

sharing in the profits together. See Mroski Deel. if 7 (discussing withdrawals from 

StratoComm's account for the benefit of Shearer). 

In their oppositions, StratoComm and Shearer do not challenge Mroski's 

methodology for calculating disgorgement and prejudgment interest, or the application of 

the joint and several liability principles under the facts of this case. Instead, they argue that 

11 As discussed more fully below, the SEC contends that Shearer's civil penalty should be equal to the 
$404,746.67 that he was paid by StratoComm. 
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the requested amounts are "excessive" because: (1) a subset of investors submitted 

affidavits attesting that they were not "duped" by StratoComm and Shearer (and therefore 

approximately $1.16 million, representing their investments, should not be included in the 

disgorgement calculation); (2) Shearer did not "loot" the company "for his own financial 

gain"12 
; and (3) StratoComm and Shearer are experiencing extreme financial hardships. 

None of these arguments are meritorious. 

First, the purpose of disgorgement is not to compensate for losses but to deprive the 

wrongdoer of ill-gotten gain. SEC v. Whittemore, 659 F.3d 1, 11 n. 2 (D.C. Cir. 2011 ). 

Moreover, requiring payment of prejudgment interest prevents a defendant from obtaining 

the benefit of what amounts to an interest-free loan procured as a result of illegal activity. 

SEC v. Moran, 944 F. Supp. 286, 295 (S.D.N.Y. 1996). As the SEC correctly asserts, the 

requested remedies of disgorgement and prejudgment interest have nothing to do with 

whether a subset of investors were or were not "duped" by the materially false and 

misleading public statements by StratoComm and Shearer. As indicated above, to 

establish liability the SEC is not required to prove that a victim relied upon the defendants' 

omission or misrepresentation in making an investment decision. See Apuzzo, 689 F.3d at 

213. 

Second, whether Shearer, in fact, "looted" StratoComm "for his own financial gain" is 

of no consequence in determining the amount of disgorgement and prejudgment interest to 

12Shearer contends that the monies he received from StratoComm were an agreed pay down of 
funds owed to Shearer by PriorityAcesss, a StratoComm shareholder and financial supporter. Declaration of 
Roger D. Shearer [Shearer Declaration], -if 6. Otherwise, Shearer asserts that funds he received from 
StratoComm were immediately converted into checks payable to satisfy obligations of payroll and vendor 
invoices of StratoComm. Id. -if 6. 
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award. Rather, this determination is based upon Mroski's undisputed calculations made 

after examining StratoComm's general ledgers and the relevant bank records which showed 

that, during the period of November 21, 2007 through April 30, 2010, StratoComm obtained 

approximately $4,086,245.00 from investors; that Shearer (as StratoComm's CEO and sole 

director of its Board of Directors) paid himself approximately $404, 7 46.67 from 

StratoComm's bank account which had received investors' money; and that prejudgment 

interest on the $4,086,245.00 amount is approximately $882,464.68 for StratoComm and 

Shearer. See Mroski's Declaration 1J1J 3, 5-11. The SEC does not seek disgorgement on the 

money paid to Shearer. 

Third, StratoComm's and Shearer's plea of poverty is of no moment in the 

disgorgement calculation. A claim of financial hardship is not among the factors considered 

when evaluating whether disgorgement is appropriate. SEC v. Universal Exp., Inc., 646 F. 

Supp. 2d 552, 565 (S.D.N.Y. 2009) (explaining that "[i]n deciding a motion for disgorgement, 

a court is not bound to consider a defendant's claims of financial hardship" and denying any 

reduction of disgorgement and prejudgment interest based upon such claims); SEC v. 

Thomas James Assoc., Inc., 738 F. Supp. 88, 95 (W .D.N.Y. 1990) ("Nor may a securities 

law violator avoid or diminish his responsibility to return his ill-gotten gains by establishing 

that he is no longer in possession of such funds due to subsequent, unsuccessful 

investments or other forms of discretionary spending."). Moreover, "to withhold the remedy 

of disgorgement or penalty simply because a swindler claims that [he] has already spent all 

the loot and cannot pay would not serve the purposes of the securities laws." Universal 

Express, 646 F. Supp. 2d at 565. Indeed, even if StratoComm and Shearer no longer have 
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the benefit of more the than $4 million of investors' money, the Court should not "ignore the 

possibility that a defendant's fortunes will improve, and that one day the SEC will be able to 

collect on even a severe judgment." SEC v. Kane, 2003 WL 1741293, at *4 (S.D.N.Y. Apr. 

1, 2003). Accordingly, the Court will award the SEC the amount of disgorgement and 

prejudgment interest it has requested for StratoComm and Shearer, to be paid jointly and 

severally. 

As to Danzig, the SEC argues that he knowingly committed securities fraud and other 

violations, including leading the illegal sale of approximately 63 million unregistered shares 

of StratoComm's stock to more than 100 investors, while not even registered as a broker. 

See Order at 29-37. The SEC asserts that, therefore, Danzig should be responsible for 

disgorgement of his ill-gotten gains. Using the same methodology as employed for 

Shearer, Mroski concludes that the payments received by Danzig (or made for Danzig's 

benefit) from StratoComm for the period of November 20, 2007 through April 30, 2010 was 

$415,247.41. Id. if 8. Using the payments to Danzig as a potential disgorgement amount, 

and applying the IRS's underpayment rate, Mroski concludes that the pre-judgment interest 

Danzig owes is $73,810.64. Id. if 11. Thus, the SEC argues, the total approximate amount 

to be disgorged by Danzig should be $489,058.05. See Mroski Deel. if if 3, 5, 8-11. 

The Court does not find that Danzig should be required to disgorge any money. The 

money that Danzig received from StratoComm came from the investor contributions to 

StratoComm. Because StratoComm and Shearer are required to pay disgorgement in the 

full amount of the investors' contribution, with interest, disgorgement by Danzig of a portion 

of that money would result in a double payment for the same conduct. It will not be 
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ordered. Danzig's involvement in the securities law violations will be addressed through 

other devices. 

c. Penny Stock Bars as to Shearer and Danzig 

The Court may enter an order prohibiting a party from permanently participating in a 

penny-stock offering against "any person participating in, or, at the time of the alleged 

misconduct who was participating in, an offering of penny-stock." 15 U.S.C. § 78u(d)(6)(A). 

In determining whether a penny stock bar is appropriate, the Court considers: "(1) the 

egregiousness of the underlying securities law violation; (2) the defendant's repeat offender 

status; (3) the defendant's 'role' or position when he engaged in the fraud; (4) the 

defendant's degree of scienter; (5) the defendant's economic stake in the violation; and (6) 

the likelihood that misconduct will recur." SEC v. Universal Express, Inc., 475 F. Supp. 2d 

412, 429-30 (S:D.N.Y. 2007); SEC v. Elliott, No. 09 Civ. 7594, 2011WL3586454, at *14 

(S.D.N.Y. Aug. 11, 2011 ). 

Having considered all of these factors, the Court finds that Shearer and Danzig 

should be barred from participating in an offering of penny stock unless they first obtain 

approval from the Court. 

d. Officer and Director Bar as to Shearer 

This Court also has broad equitable powers to permanently bar Shearer from serving 

as an officer and director of a public company. See SEC v. Bankosky, 716 F.3d 45, 47 (2d 

Cir. 2013). The standard for imposing such a bar essentially mirrors that for imposing a 

penny stock bar. See Universal Express, 475 F. Supp. 2d at 429. 

Having considered all of the relevant factors, the Court determines that Shearer 
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should be prohibited from acting as an officer or director of any issuer that has a class of 

securities registered pursuant to 12 of the Exchange Act or that is required to file reports 

pursuant to Section 15 ( d) of the Exchange Act unless Shearer first obtains approval from 

the Court for such conduct. 

e. Civil Penalties as to All Defendants 

The SEC also requests maximum "third tier" civil penalties against each of the 

Defendants. 

Both the [Securities Act of 1933 and the Securities Exchange Act of 1934] authorize 
three tiers of monetary penalties for statutory violations. See 15 U.S.C. § 77t(d); 15 
U.S.C. § 78u(d)(3). Under each statute, a first-tier penalty may be imposed for any 
violation; a second-tier penalty may be imposed if the violation "involved fraud, 
deceit, manipulation, or deliberate or reckless disregard of a regulatory requirement"; 
a third-tier penalty may be imposed when, in addition to meeting the requirements of 
the second tier, the "violation directly or indirectly resulted in substantial losses or 
created a significant risk of substantial losses to other persons," 15 U.S.C. §§ 
77t( d)(2)(A)-(C); 15 U.S.C. §§ 78u( d)(3)(B)(i)-(iii) 

SEC v. Razmilovic, 738 F.3d 14, 38 (2d Cir. 2013). 

Each tier provides that, for each violation, the amount of the penalty "shall not 

exceed the greater of" a specified monetary amount or the defendant's "gross amount of 

pecuniary gain ..." Id. (citing 15 U.S.C. §§ 77t(d), 78u(d)(3)). The maximum statutory 

amounts for a natural person and for any other person, respectively, are: (1) $5,000 and 

$50,000 at the first tier, (2) $50,000 and $250,000 at the second tier, and (3) $100,000 and 

$500,000 at the third tier. SEC v. GTF Enterprises, Inc., 2015 WL 728159, at *2 (S.D.N.Y. 

Feb. 19, 2015) (citing 15 U.S.C. §§ 77t(d), 78u(d)(3)). 13 

13The statutory maximums are adjusted for inflation. 17 C .F.R. Ch. 11, Pt. 201, Subpt. E. The SEC 
notes that the maximum third tier penalty is the greater of (1) $130,000 or $150,000 per violation for a natural 
person or $650,000 or $725,000 per violation for any other person (e.g., corporate entity), 17 C.F.R. Part 201, 
Subpart E (§§ 201.1001-1004) (adjusting for inflation); or (2) the "gross amount of pecuniary gain" to the 

(continued ... ) 
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"Beyond setting maximum penalties, the statutes leave 'the actual amount of the 

penalty ... up to the discretion of the district court."' Razmilovic, 738 F .3d at 38 (quoting 

SEC v. Kern, 425 F.3d 143, 153 {2d. Cir. 2005)). To inform that discretion, courts in this 

Circuit weigh the following so-called Haligiannis factors: "(1) the egregiousness of the 

defendant's conduct; (2) the degree of the defendant's scienter; (3) whether the defendant's 

conduct created substantial losses or the risk of substantial losses to other persons; (4) 

whether the defendant's conduct was isolated or recurrent; and (5) whether the penalty 

should be reduced due to the defendant's demonstrated current and future financial 

condition." SEC v. Rajaratnam, 822 F. Supp.2d 432, 433 (S.D.N.Y. 2011 )(quoting SEC v. 

Haligiannis, 470 F. Supp.2d 373, 386 (S.D.N.Y.2007)); see also SEC v. Gupta, 569 F. App'x 

45, 48 (2d Cir. 2014) (citing Haligiannis); GTF Enterprises, Inc., 2015 WL 728159, at *2. 

With regard to civil penalties, the SEC argues: 

As discussed in the Court's Order, each Defendant's misconduct was egregious and 
repeated, spanning over two and half years. They also violated and/or aided and 
abetted in the violations of the anti-fraud provisions (Section 1 O(b) and/or Section 
17(a)(1 )) with a high degree of scienter (that is, they engaged in knowing 
misconduct). None of them have admitted the wrongful nature of their conduct, 
which affected more than 100 investors for losses of more than $4 million. Finally, as 
shown in the SEC's disgorgement and prejudgment calculations above, each 
Defendant gained substantial personal benefit from the infusion of the illegally 
obtained proceeds; StratoCom m obtained illegal pecuniary gain of approximately 
$4,889,809.77; Shearer approximately $483,646.58; and Danzig approximately 
$489,058.05. See Mroski Deel. ,-r,-r 5-8, 10-11. 

Accordingly, the Commission respectfully requests that each Defendant be required 
to pay a maximum third tier civil penalty. See, e.g., SEC v. Provident Royalties, LLC, 
Civil Action No. 3:09-CV-01238-L, 2013 WL 5314354, at *9 (N.D. Tex. Sept. 23, 
2013) (holding defendants' liable and ordering a third tier civil penalty in an amount 
equal to the "gross amount of pecuniary gain" resulting from their violations of the 

13
( ...continued) 


defendant as a result of the securities law violation. 15 U.S.C. § 77t(d); 15 U.S.C. § 78u(d)(3). 
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law); SEC v. Wilde, No. SACV 11-0315 DOC (AJW), 2012 WL 6621747, at *16 (C.D. 
Cal. Dec. 17, 2012) (same). 

SEC Mem. L. p. 9. The SEC seeks a civil penalties against StratoComm in the amount of 

$4,889,809.77; against Shearer in the amount of $483,646.58; and against Danzig in the 

amount of $489,058.05. These amounts are based upon the gross amount of alleged 

pecuniary gain of each defendant. 

In opposition, StratoComm and Shearer argue that no penalty, or at least a non-third 

tier penalty, should be imposed against them. In support, they argue that 

third tier penalties are available only for securities violations involving fraud and a 
high level of scienter. Because, however, the SEC cannot demonstrate which, if any, 
of the sales of stock were causally related to any alleged fraud, a penalty in an 
amount equal to the entire investment proceeds during the relevant time period is 
again excessive. Instead, this amount should be reduced, at a minimum, by the 
investments not causally related to the alleged fraud as well as by the amount sought 
by the SEC for prejudgment interest. Third tier penalties also are inappropriate for 
the Section 5 violation because Mr. Shearer did not act recklessly when the 
unregistered stock was sold. 

StratoComm Mem. L. pp. 1-2. 

This argument is unavailing. It is true that the Securities Act and the Securities 

Exchange Act provide a maximum amount of penalty "for each violation." 15 U.S.C. §§ 

77t(d)(2); 78u(d)(3)(8). While these statutes do not define a "violation," courts have 

determined the number of violations involved using different methods. GTF Enterprises, 

Inc., 2015 WL 728159, at *4. Some courts "look to the number of investors defrauded or 

the number of fraudulent transactions to determine the number of violations." Id. (citations 

omitted). Others "consider the number of statutes that each Defendant violated, or whether 

the violations were all part of a single scheme." Id. (citations omitted). Here, the Court 

employs the second method. Although some investors may have invested in StratoComm 
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knowing that its public statements were false, the securities violations that the Court found 

were not that each individual investor was duped, but that the defendants engaged in a 

single scheme to dupe investors in general through the use of fraudulent statements and 

publications in connection with the public offering of StratoComm stock. The Court need 

only find one violation of the Securities law per defendant, which it has, as set forth in the 

Order. 

Defendants also argue that third tier penalties are inappropriate because there is no 

proof as to which, if any, of the "transactions during the relevant time period were causally 

connected to the alleged misleading press relief and Executive Overview."StratoComm 

Mem. L. p. 6. For the reasons just discussed, the Court need not tie any specific 

"transaction" to a securities law violation in order to impose civil penalties in this case. 

In addition, Defendants argue that "[a]lthough this Court determined that Mr. Shearer 

acted knowingly in connection with the press releases and Executive Overview, ... the 

money invested into StratoComm was used for research and development and to facilitate 

contracts for the sale of the TTS, and to pay employees." The good-faith use of the ill­

gotten gains does not negate the securities law violations. It does, however, impact the 

egregiousness of the defendants' conduct under the first of the Haligiannis factors. 

Defendants correctly argue that a finding of recklessness is necessary to justify 

second or third tier penalties for violations of Section 5. See SEC v. Mattera, 2013 WL 

6485949 at *16 (S.D.N.Y. Dec. 9, 2013). However, besides a Section 5 violation by 

Shearer, the Court found that StratoComm, Shearer, and Danzig violated and/or aided and 

abetted in violating various antifraud provisions of the federal securities laws, including 

Section 17(a) of the Securities Act and/or Section 1O(b) of the Exchange Act. See Order at 
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14-33. Thus, a finding of recklessness is not required to impose civil penalties under these 

other sections of the securities law. 

Finally, Defendants assert their impaired financial worth as a mitigating factor in the 

imposition of civil penalties. The SEC correctly notes that the Southern District has held 

that, "in light of the goal of deterrence, a defendant's claims of poverty cannot defeat the 

imposition of a civil penalty by a court." Kane, 2003 WL 1741293, at *4. However, the 

Southern District also held: "While the court may take the defendant's current financial 

difficulties into account, these circumstances alone cannot negate the need for a severe 

civil penalty." Id. 

In the instant case, taking into account the substantial financial disgorgement and 

prejudgment interest that will be imposed against StratoComm and Shearer; the 

uncontradicted evidence that some investors invested in StratoComm knowing that it did not 

have the contracts it professed it had or the capability to put into work the technology the 

company was based upon; the penny stock and officer and director bars imposed; and the 

professed and reasonably anticipated financial difficulties that will result to defendants from 

this litigation, the Court imposes Tier 3 civil penalties against StratoComm in the amount of 

$100,000.00; against Shearer in the amount of $50,000.00; and against Danzig in the 

amount of $25,000.00. 

IV. CONCLUSION 

For the reasons set forth above, the SE C's Motion for Remedies [dkt. # 39] is 

GRANTED in part and DENIED in part. Therefore, 

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that Defendants 
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StratoComm Corporation, Roger D. Shearer, and Craig Danzig, and Defendants' agents, 

servants, employees, attorneys, and all persons in active concert or participation with them 

who receive actual notice of this Decision and Order by personal service or otherwise are 

permanently restrained and enjoined from violating, directly or indirectly, Section 10(b) of 

the Securities Exchange Act of 1934 (the "Exchange Act") [15 U.S.C. § 78j(b)] and Rule 

10b-5 promulgated thereunder [17 C.F.R. § 240.10b-5], by using any means or 

instrumentality of interstate commerce, or of the mails, or of any facility of any national 

securities exchange, in connection with the purchase or sale of any security: 

(a) to employ any device, scheme, or artifice to defraud; 

(b) to make any untrue statement of a material fact or to omit to state a material fact 

necessary in order to make the statements made, in the light of the circumstances 

under which they were made, not misleading; or 

(c) to engage in any act, practice, or course of business which operates or would 

operate as a fraud or deceit upon any person. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 

Defendants StratoComm, Roger D. Shearer, and Craig Danzig, and Defendants' agents, 

servants, employees, attorneys, and all persons in active concert or participation with them 

who receive actual notice of this Decision and Order by personal service or otherwise are 

permanently restrained and enjoined from violating Section 17(a) of the Securities Act of 

1933 (the "Securities Act") [15 U.S.C. § 77q(a)} in the offer or sale of any security by the use 

of any means or instruments of transportation or communication in interstate commerce or 

by use of the mails, directly or indirectly: 

(a) to employ any device, scheme, or artifice to defraud; 
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(b) to obtain money or property by means of any untrue statement of a material fact 

or any omission of a material fact necessary in order to make the statements made, 

in light of the circumstances under which they were made, not misleading; or 

(c) to engage in any transaction, practice, or course of business which operates or 

would operate as a fraud or deceit upon the purchaser. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 

Defendants StratoComm Corporation, Roger D. Shearer, and Craig Danzig and 

Defendants' agents, servants, employees, attorneys, and all persons in active concert or 

participation with them who receive actual notice of this Decision and Order by personal 

service or otherwise are permanently restrained and enjoined from violating Section 5 of the 

Securities Act [15 U.S.C. § 77e] by, directly or indirectly, in the absence of any applicable 

exemption: 

(a) Unless a registration statement is in effect as to a security, making use of any 

means or instruments of transportation or communication in interstate commerce or 

of the mails to sell such security through the use or medium of any prospectus or 

otherwise; 

(b) Unless a registration statement is in effect as to a security, carrying or causing to 

be carried through the mails or in interstate commerce, by any means or instruments 

of transportation, any such security for the purpose of sale or for delivery after sale; 

or 

(c) Making use of any means or instruments of transportation or communication in 

interstate commerce or of the mails to offer to sell or offer to buy through the use or 

medium of any prospectus or otherwise any security, unless a registration statement 
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has been filed with the Commission as to such security, or while the registration 

statement is the subject of a refusal order or stop order or (prior to the effective date 

of the registration statement) any public proceeding or examination under Section 8 

of the Securities Act [15 U.S.C. § 77h]. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant 

Craig Danzig and Defendant's agents, servants, employees, attorneys, and all persons in 

active concert or participation with them who receive actual notice of this Decision and 

Order by personal service or otherwise are permanently restrained and enjoined from 

violating, directly or indirectly, Section 15(a)(1) of the Securities Exchange Act of 1934 [15 

U.S.C. § 78o(a)(1)], by using the mails or any means or instrumentality of interstate 

commerce to effect any transactions in, or to induce or attempt to induce the purchase or 

sale of, any security (other than an exempted security or commercial paper, bankers' 

acceptances, or commercial bills) unless registered in accordance with subsection (b) of 

Section 15 of the Exchange Act [15 U.S.C. § 78o(b)]. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that, pursuant to Section 

21 (d)(2) of the Exchange Act [15 U.S.C. § 78u(d)(2)] and Section 20(e) of the Securities Act 

[15 U.S.C. § 77t(e)J, Defendant Roger D. Shearer is permanently prohibited from acting as 

an officer or director of any issuer that has a class of securities registered pursuant to 

Section 12 of the Exchange Act [15 U.S.C. § 781] or that is required to file reports pursuant 

to Section 15(d) of the Exchange Act [15 U.S.C. § 78o(d)J unless he first obtains approval 

and permission from the Court. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 
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Defendants Roger D. Shearer and Craig Danzig are permanently barred from participating 

in an offering of penny stock, including engaging in activities with a broker, dealer, or issuer 

for purposes of issuing, trading, or inducing or attempting to induce the purchase or sale of 

any penny stock unless they first obtain approval and permission from the Court. A penny 

stock is any equity security that has a price of less than five dollars, except as provided in 

Rule 3a51-1 under the Exchange Act [17 C.F.R. 240.3a51-1]. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that Defendants 

StratoComm Corporation and Roger D. Shearer are jointly and severally liable for 

disgorgement of $4,086,245.00, representing profits gained as a result of the conduct 

alleged in the Complaint, together with prejudgment interest thereon in the amount of 

$882,464.68 (for a total of $4,968, 709.68). StratoCom m Corporation is further liable for a 

civil penalty in the amount of $100,000.00 and Roger D. Shearer is further liable for a civil 

penalty in the amount of $50,000.00, pursuant to Section 20(d) of the Securities Act [15 

U.S.C. § 77t(d)] and Section 21(d)(3) of the Exchange Act [15 U.S.C. § 78u(d)(3)]. 

Defendants may transmit payment electronically to the Commission, which will provide 

detailed ACH transfer/Fedwire instructions upon request. Payment may also be made 

directly from a bank account via Pay.gov through the SEC website at 

http://www.sec.gov/about/offices/ofm.htm. Defendants may also pay by certified check, 

bank cashier's check, or United States postal money order payable to the Securities and 

Exchange Commission, which shall be delivered or mailed to 

Enterprise Services Center 

Accounts Receivable Branch 

6500 South MacArthur Boulevard 

Oklahoma City, OK 73169 
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and shall be accompanied by a letter identifying the case title, civil action number, and 

name of this Court; StratoComm Corporation or Roger D. Shearer as a defendant in this 

action; and specifying that payment is made pursuant to this Decision and Order. 

Each Defendant shall simultaneously transmit photocopies of evidence of payment 

and case identifying information to the Commission's counsel in this action. By making this 

payment, each Defendant relinquishes all legal and equitable right, title, and interest in such 

funds and no part of the funds shall be returned to any Defendant. The Commission shall 

send the funds paid pursuant to this Decision and Order to the United States Treasury. 

The Commission may enforce the Court's judgment for disgorgement and 

prejudgment interest through any collection procedures authorized by law. Each Defendant 

shall pay post judgment interest on any delinquent amounts pursuant to 28 U.S.C. § 1961. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant Craig 

Danzig is liable for a civil penalty in the amount of $25,000.00, pursuant to Section 20(d) of 

the Securities Act [15 U.S.C. § 77t(d)] and Section 21 (d)(3) of the Exchange Act [15 U.S.C. 

§ 78u(d)(3)]. Defendant may transmit payment electronically to the Commission, which will 

provide detailed ACH transfer/Fedwire instructions upon request. Payment may also be 

made directly from a bank account via Pay.gov through the SEC website at 

http://www.sec.gov/about/offices/ofm.htm. Defendant may also pay by certified check, bank 

cashier's check, or United States postal money order payable to the Securities and 

Exchange Commission, which shall be delivered or mailed to 

Enterprise Services Center 
Accounts Receivable Branch 
6500 South MacArthur Boulevard 
Oklahoma City, OK 73169 
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and shall be accompanied by a letter identifying the case title, civil action number, and 

name of this Court; Craig Danzig as a defendant in this action; and specifying that payment 

is made pursuant to this Decision and Order. 

Defendant shall simultaneously transmit photocopies of evidence of payment and 

case identifying information to the Commission's counsel in this action. By making this 

payment, Defendant relinquishes all legal and equitable right, title, and interest in such 

funds and no part of the funds shall be returned to Defendant. The Commission shall send 

the funds paid pursuant to this Decision and Order to the United States Treasury. 

Defendant shall pay post judgment interest on any delinquent amounts pursuant to 

28 U.S.C. § 1961. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that this Court shall 

retain jurisdiction of this matter for the purposes of enforcing the terms of this Decision and 

Order and the subsequent Judgment. 

The motion is DENIED in all other respects. 

It is SO ORDERED. 

Dated:March 9, 2015 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF NEW YORK 

) 
SECURITIES AND EXCHANGE ) 
COMMISSION, ) 

) 
Plaintiff, ) 

v. ) Case No. 1: 11-CV-1188 (TJM/CFH) 
) 

STRATOCOMM CORPORATION, ) 
ROGER D. SHEARER, and ) 
CRAIG DANZIG, ) 

) 
Defendants. ) 

AMENDED FINAL JUDGMENT AS TO DEFENDANTS 
STRATOCOMM CORPORATION, ROGER D. SHEARER, AND CRAIG DANZIG 

Pursuant to the Court's Decision and Order, filed February 19, 2014 (Doc.# 61), granting 

Plaintiff Securities and Exchange Commission's ("SEC") motion for partial summary judgment 

as to liability against Defendants StratoComm Corporation, Roger D. Shearer, and Craig Danzig, 

and pursuant to the Court's Decision and Order, March 9, 2015 (Doc.# 76), granting in part and 

denying in part Plaintiff SEC's Motion for Remedies: 

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that Defendants 

StratoComm Corporation, Roger D. Shearer, and Craig Danzig and Defendants' agents, servants, 

employees, attorneys, and all persons in active concert or participation with them who receive 

actual notice of this Final Judgment by personal service or otherwise are permanently restrained 

and enjoined from violating, directly or indirectly, Section 1 O(b) of the Securities Exchange Act 

of 1934 (the "Exchange Act") [15 U .S.C. § 78j(b )] and Rule 1 Ob-5 promulgated thereunder 

[17 C.F.R. § 240.lOb-5], by using any means or instrumentality of interstate commerce, or of the 
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mails, or of any facility of any national securities exchange, in connection with the purchase or 

sale of any security: 

(a) 	 to employ any device, scheme, or artifice to defraud; 

(b) 	 to make any untrue statement of a material fact or to omit to state a material fact 

necessary in order to make the statements made, in the light of the circumstances 

under which they were made, not misleading; or 

(c) 	 to engage in any act, practice, or course of business which operates or would 

operate as a fraud or deceit upon any person. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 

Defendants StratoComm Corporation and Craig Danzig and Defendants' agents, servants, 

employees, attorneys, and all persons in active concert or participation with them who receive 

actual notice of this Final Judgment by personal service or otherwise are permanently restrained 

and enjoined from violating Section 17(a) of the Securities Act of 1933 (the "Securities Act") 

[15 U.S.C. § 77q(a)] in the offer or sale of any security by the use of any means or instruments of 

transportation or communication in interstate commerce or by use of the mails, directly or 

indirectly: 

(a) 	 to employ any device, scheme, or artifice to defraud; 

(b) 	 to obtain money or property by means of any untrue statement of a material fact 

or any omission of a material fact necessary in order to make the statements 

made, in light of the circumstances under which they were made, not misleading; 

or 

(c) 	 to engage in any transaction, practice, or course of business which operates or 

would operate as a fraud or deceit upon the purchaser. 
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IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 

Defendants StratoComm Corporation, Roger D. Shearer, and Craig Danzig and Defendants' 

agents, servants, employees, attorneys, and all persons in active concert or participation with 

them who receive actual notice of this Final Judgment by personal service or otherwise are 

permanently restrained and enjoined from violating Section 5 of the Securities Act [15 U.S.C. § 

77e] by, directly or indirectly, in the absence of any applicable exemption: 

(a) 	 Unless a registration statement is in effect as to a security, making use of any 

means or instruments of transportation or communication in interstate commerce 

or of the mails to sell such security through the use or medium of any prospectus 

or otherwise; 

(b) 	 Unless a registration statement is in effect as to a security, carrying or causing to 

be carried through the mails or in interstate commerce, by any means or 

instruments of transportation, any such security for the purpose of sale or for 

delivery after sale; or 

(c) 	 Making use ofany means or instruments of transportation or communication in 

interstate commerce or of the mails to offer to sell or offer to buy through the use 

or medium ofany prospectus or otherwise any security, unless a registration 

statement has been filed with the Commission as to such security, or while the 

registration statement is the subject of a refusal order or stop order or (prior to the 

effective date of the registration statement) any public proceeding or examination 

under Section 8 of the Securities Act [15 U.S.C. § 77h]. 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 
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Defendant Craig Danzig and Defendant's agents, servants, employees, attorneys, and all persons 

in active concert or participation with them who receive actual notice of this Judgment by 

personal service or otherwise are permanently restrained and enjoined from violating, directly or 

indirectly, Section 15(a)(l) of the Securities Exchange Act of 1934 [15 U.S.C. § 78o(a)(l)], by 

using the mails or any means or instrumentality of interstate commerce to effect any transactions 

in, or to induce or attempt to induce the purchase or sale of, any security (other than an exempted 

security or commercial paper, bankers' acceptances, or commercial bills) unless registered in 

accordance with subsection (b) of Section 15 of the Exchange Act [15 U.S.C. § 78o(b)]. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that, pursuant to 

Section 21(d)(2) of the Exchange Act [15 U.S.C. § 78u(d)(2)] and Section 20(e) of the Securities 

Act [15 U.S.C. § 77t(e)], Defendant Roger D. Shearer is permanently prohibited from acting as 

an officer or director of any issuer that has a class of securities registered pursuant to Section 12 

of the Exchange Act [15 U.S.C. § 781] or that is required to file reports pursuant to Section 15(d) 

of the Exchange Act [15 U.S.C. § 78o(d)). 

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that 

Defendants Roger D. Shearer and Craig Danzig are permanently barred from participating in an 

offering of penny stock, including engaging in activities with a broker, dealer, or issuer for 

purposes of issuing, trading, or inducing or attempting to induce the purchase or sale of any 

penny stock. A penny stock is any equity security that has a price of less than five dollars, 

except as provided in Rule 3a5 l-1 under the Exchange Act [17 C.F.R. 240.3a5 l-l). 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that Defendants 

StratoComm Corporation and Roger D. Shearer are jointly and severally liable for disgorgement 

of $4,086,245.00, representing profits gained as a result of the conduct alleged in the Complaint, 

4 




Case 1:11-cv-01188-TJM-CFH Document 80 Filed 03/26/15 Page 5 of 8 

together with prejudgment interest thereon in the amount of $882,464.68 (for a total of 

$4,968,709.68). StratoComm Corporation is further liable for a civil penalty in the amount of 

$100,000.00 and Roger D. Shearer is further liable for a civil penalty in the amount of $50,000, 

pursuant to Section 20(d) of the Securities Act [15 U.S.C. § 77t(d)] and Section 21(d)(3) ofthe 

Exchange Act [15 U.S.C. § 78u(d)(3)]. 

Defendants may transmit payment electronically to the Commission, which will provide 

detailed ACH transfer/Fedwire instructions upon request. Payment may also be made directly 

from a bank account via Pay.gov through the SEC website at 

http://www.sec.gov/about/offices/ofin.htrn. Defendants may also pay by certified check, bank 

cashier's check, or United States postal money order payable to the Securities and Exchange 

Commission, which shall be delivered or mailed to 

Enterprise Services Center 
Accounts Receivable Branch 
6500 South MacArthur Boulevard 
Oklahoma City, OK 73169 

and shall be accompanied by a letter identifying the case title, civil action number, and name of 

this Court; StratoComm Corporation or Roger D. Shearer as a defendant in this action; and 

specifying that payment is made pursuant to the Decision and Order, filed March 9, 2015. 

Each Defendant shall simultaneously transmit photocopies of evidence of payment and 

case identifying information to the Commission's counsel in this action. By making this 

payment, each Defendant relinquishes all legal and equitable right, title, and interest in such 

funds and no part of the funds shall be returned to any Defendant. The Commission shall send 

the funds paid pursuant to the Decision and Order, filed March 9, 2015 to the United States 

Treasury. 
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The Commission may enforce the Court's judgment for disgorgement and prejudgment 

interest through any collection procedures authorized by law. Each Defendant shall pay post 

judgment interest on any delinquent amounts pursuant to 28 U.S.C. § 1961. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant Craig 

Danzig is liable for a civil penalty in the amount of $25,000.00, pursuant to Section 20(d) of the 

Securities Act (15 U.S.C. § 77t(d)] and Section 21(d)(3) of the Exchange Act (15 U.S.C. 

§ 78u(d)(3)]. 

Defendant may transmit payment electronically to the Commission, which will provide 

detailed ACH transfer/Fedwire instructions upon request. Payment may also be made directly 

from a bank account via Pay.gov through the SEC website at 

http://www.sec.gov/about/offices/ofm.htm. Defendant may also pay by certified check, bank 

cashier's check, or United States postal money order payable to the Securities and Exchange 

Commission, which shall be delivered or mailed to 

Enterprise Services Center 
Accounts Receivable Branch 
6500 South MacArthur Boulevard 
Oklahoma City, OK 73169 

and shall be accompanied by a letter identifying the case title, civil action number, and name of 

this Court; Craig Danzig as a defendant in this action; and specifying that payment is made 

pursuant to the Decision and Order, filed March 9, 2015. 

Defendant shall simultaneously transmit photocopies of evidence of payment and case 

identifying information to the Commission's counsel in this action. By making this payment, 

Defendant relinquishes all legal and equitable right, title, and interest in such funds and no part 

of the funds shall be returned to Defendant. The Commission shall send the funds paid pursuant 
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to the Decision and Order, filed March 9, 2015 to the United States Treasury. 

Defendant shall pay post judgment interest on any delinquent amounts pursuant to 28 

u.s.c. § 1961. 

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that this Court shall 

retain jurisdiction of this matter for the purposes ofenforcing the terms of the Decision and 

Order, filed March 9, 2015 and the subsequent Judgment. 

Dated: March 26, 2015 

sf C. M. Ligas, Deputy Clerk 

7 




Case 1:11-cv-01188-TJM-CFH Document 80 Filed 03/26/15 Page 8 of 8 

Federal Rules of Appellate Procedure 
Rule 4. Appeal as of Right 

(a) Appeal in a Civil Case. 

1. (1) Time for Filing a Notice ofAppeal. 

(A) In a civil case, except as provided in Rules 4(a)(l)(B), 4(a)(4), and 
4(c ), the notice of appeal required by Rule 3 must be filed with the 
district clerk within 30 days after entry of the judgment or order 
appealed from. 

(B) The notice ofappeal may be filed by any party within 60 days after 
entry of the judgment or order appealed from if one of the parties is: 

(i) the United States; 
(ii) a United States agency; 
(iii) a United States officer or employee sued in an official capacity; or 
(iv) a current or former United States officer or employee sued in an 
individual capacity for an act or omission occurring in connection with 
duties performed on the United States' behalf-including all instances 
in which the United States represents that person when the judgment 
or order is entered or files the appeal for that person. 

(C) An appeal from an order granting or denying an application for a 
writ of error coram nobis is an appeal in a civil case for purposes of 
Rule 4(a). 

(2) Filing Before E11t1y ofJudgment. A notice of appeal filed after the 
court announces a decision or order-but before the entry of the 
judgment or order-is treated as filed on the date ofand after the entry. 

(3) Multiple Appeals. Ifone party timely files a notice of appeal, any 
other party may file a notice of appeal within 14 days after the date 
when the first notice was filed, or within the time otherwise presc1ibed 
by this Rule 4( a), whichever period ends later. 

(4) Effect ofa Motion on a Notice ofAppeal. 

(A) If a party timely files in the district court any of the following 
motions under the F edcral Rules of Civil Procedure, the time to file an 
appeal runs for all parties from the entry of the order disposing of the 
last such remaining motion: 

(i) for judgment under Rule 50(b ); 

(ii) to amend or make additional factual findings under Rule 52(b ), 
whether or not granting the motion would alter the judgment; 

(iii) for attorney's fees under Rule 54 if the district cou11 extends the 
time to appeal under Rule 58; 

(iv) to alter or amend the judgment under Rule 59; 

(v) for a new trial under Rule 59; or 

(vi) forrcliefundcr Rule 60 ifthe motion is filed no later than 28 days 
after the judgment is entered. 

(B)(i) If a party files a notice of appeal after the court announces or 
enters a judgment-but before it disposes ofany motion listed in Rule 
4(a)(4)(A)-the notice becomes effective to appeal a judgment or 
order, in whole or in part, when the order disposing of the last such 
remaining motion is entered. 

(ii) A party intending to challenge an order disposing of any motion 
listed in Rule 4(a)(4)(A), or a judgment's alteration or amendment 
upon such a motion, must file a notice ofappeal, or an amended notice 

ofappeal-in compliance with Rule 3( c }-within the time prescribed 
by this Rule measured from the entry ofthe order disposing ofthe last 
such remaining motion. 

(5) Motion for Extension ofTime. 

(A) The district court may extend the time to file a notice of appeal 
if: 

(i) a party so moves no later than 30 days after the time prescribed by 
this Rule 4(a) expires; and 

(ii) regardless of whether its motion is filed before or during the 30 
days after the time prescribed by this Rule 4(a) expires, that party 
shows excusable neglect or good cause. 

(B) A motion filed before the expiration of the time prescribed in 
Rule 4(a)(l) or (3) may be ex partc unless the court requires 
otherwise. If the motion is filed after the expiration of the prescribed 
time, notice must be given to the other parties in accordance with 
local rules. 

(C) No extension under this Rule 4(a)(5) may exceed 30 days after 
the prescribed time or 14 days after the date when the order granting 
the motion is entered, whichever is later. 

(6) Reopening the Time to File an Appeal. The district court may 
reopen the time to file an appeal for a period of 14 days after the date 
when its order to reopen is entered, but only if all the following 
conditions are satisfied: 

(A) the court finds that the moving party did not receive notice under 
Federal Rule of Civil Procedure 77 ( d) of the entry of the judgment 
or order sought to be appealed within 21 days after entry; 

(B) the motion is filed within 180 days after the judgment or order is 
entered or within 14 days after the moving party receives notice under 
Federal Rule of Civil Procedure 77 (d) of the entry, whichever is 
earlier; and 

(C) the court finds that no party would be prejudiced. 

(7) Ent1y Defined. 

(A) A judgment or order is entered for purposes of this Rule 4(a): 

(i) if Federal Ruic of Civil Procedure 58 (a) does not require a 
separate document, when the judgment or order is entered in the civil 
docket under Federal Rule of Civil Procedure 79 (a); or 

(ii) if Federal Ruic of Civil Procedure 58 (a) requires a separate 
document, when the judgment or order is entered in the civil docket 
under Federal Rule of Civil Procedure 79(a) and when the earlier of 
these events occurs: 

• the judgment or order is set forth on a separate document, or 

• 150 days have nm from entry of the judgment or order in the civil 
docket under F edcral Ruic of Civil Procedure 79 (a). 

(B) A failure to set forth a judgment or order on a separate document 
when required by Federal Rule of Civil Procedure 58 (a) docs not 
affect the validity of an appeal from that judgment or order. 


